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DEPOSITED BY THE 
UNITED STATES OF AMERICA 


POWER POLICY—DIXON-YATES CONTRACT 


MONDAY, JUNE 27, 1955 


Untirep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND Monopo.y 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 2:05 p. m., in room 
424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding) and O’Mahoney. 

Also present: Senator John Marshall Butler, of Maryland; Arthur 
John Keeffe, assistant counsel. 

Senator Krracver. We will come to order. 

Senator Kilgore, the chairman of the full Judiciary Committee 
and of the Antitrust and Monopoly Subcommittee, has asked me to 

reside at the hearings on the matter that we have before us today. 
Fle has asked Senator O’Mahoney and Senator Langer to assist me in 
this task. 

We are delighted to have Senator Butler, of Maryland, a member 
of the full Judiciary Committee, although not a member of the sub- 
committee, present to participate with us. 

In fixing a day for this hearing, Senator Langer was advised and 
he asked that the hearing go on, notwithstanding the fact that he 
could not be here, so the hearing is being held with his assent and 
agreement. 

Senator O’Mahoney will be here in a few minutes, but in order to 
save time we thought we would go on and get started. 

The counsel assigned by Senator Kilgore for the preparation of 
this hearing is Mr. Arthur Keeffe, on my right, who has given the 
matter some study and consideration. 

I would like to make a very preliminary statement about what the 
hearing is before we start. 

Last September and October a subcommittee of the Committee on 
the Judiciary on Antitrust and Monopoly held hearings concerning 
charges of Wall Street domination of the utility industry and alleged 
monopolistic practices of various companies, including Middle South 
Utilities, Inc., and Ebasco Services, Inc., both major participants in 
the Dixon- Yates arrangements. 

The evidence adduced at those hearings disclosed a number of in- 
stances—and I have the report here and this is in the report—of a 
renewed effort on the part of the banking community and various 
holding companies, including Middle South, which would tend to 
revive the monopolistic practices and other evils practiced by these 
banking interests and holding companies during the late twenties and 
early thirties. 
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Within the past week or so facts have been brought to light regard- 
ing the role of the First Boston Corp. and one of its officers in the 
development of the Dixon- Yates deal, and its adoption by the Atomic 
Energy Commission. 

These facts show or strongly indicate that a vice president and 
director of the First Boston Corp., Mr. Adolphe H. Wenzell, one of the 
country’s largest investment bankers in the electric utilities field, was 
retained by the Director of the Bureau of the Budget in May 1953 to 
advise the Government on matters related to governmental policy in 
the field of power supply. 

Facts also show—and have been brought out subsequent to that 
time—that Mr. Wenzell was at one and the same time acting as an 
adviser of the Bureau of the Budget and as a representative of the 
First Boston Corp. in the negotiation of the Dixon-Yates arrange- 
ment. 

These facts raise serious questions of possible conflict of interests 
in the transaction of important Government business under title 18, 
United States Code, section 4384. 

On the basis of the information which is presently available to 
this subcommittee, it appears that these important and material facts 
related to the development of the Dixon-Yates deal and the negotia- 
tions of that transaction were deliberately concealed by the Director 
of the Bureau of the Budget. 

The Dixon-Yates arrangement involved a loan by various insur- 
ance companies of close to $100 million. These loans were arranged 
by the First Boston Corp. 

The largest participant in the Dixon-Yates deal is the Metropoli- 
tan Life Insurance Co. The Metropolitan Life Insurance Co. was also 
the largest participant in another syndicate which was organized to 
supply power to the AEC at Portsmouth, Ohio, known as the Ohio 
Valley Electric Corp. 

In that transaction, the First Boston Corp. was also the agent in 
arranging loans which, in the aggregate, will total more than $300 
million. 

For its services, the First Boston Corp. was paid an agent’s fee of 
approximately $150,000, that is, in connection with OVEC. 

We now learn that the First Boston Corp. has decided not to ac- 
cept the fee for its work in connection with the Dixon-Yates deal. 

his, is anything, amounts to tacit admission, and we want to go 
into that, by the First Boston Corp. that its participation in the 
Dixon-Yates matter at the time when one of its officers was acing 
as a consultant with the Bureau of the Budget on the same trans- 
action is highly questionable. 

We have asked Mr. Hughes’ presence today in the hope that we may 
finally obtain the whole story with respect to the role of the First 
Boston Corp. and the participation of one of its officers in the devel- 
opment and financing of the Dixon-Yates deal while he was also 
serving as Mr. Hughes’ consultant. 

Under the Dixon-Yates contract the Government is obligated to 
make payment to Dixon-Yates for all fixed charges on the West 
Memphis plant. These would cover the interest and principal pay- 
ments on the loans arranged by the First Boston Corp. 
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In view of these obligations, the American people are entitled to 
have all of the facts as to how the deal was concealed. 

The President, at his press conference on August 18, 1954—and 
I have here a quotation from it as reported in the New York Times, 
which I will ask be put in the record of what the President said at his 
press conference—stated he wanted all of the information relevant to 
the genesis of the negotiations in connection with the Dixon-Yates 
matter be made public, and pursuant to that direction releases were 
made by the Bureau of the Budget and the Atomic Energy Com- 
mission purporting to show the conferences and negotiations leading 
up to the consummation of the Dixon-Yates contract. 

During recent months, however, additional important parts of the 
negotiations have been coming out in piecemeal fashion. 

We agree with the President that the whole detailed story ought 
to be told. That is the purpose of this hearing. 

Furthermore, we should like to know why these important aspects 
of the matter were not related in the official releases, and why Mr. 
Wenzell’s and the First Boston Corp.’s parts were not reported. 

It is the purpose of this hearing to get the full facts in every way. 

Inasmuch as Mr. Rowland Hughes, as Assistant Director of the 
Bureau of the Budget, and since April 1954 the Director of the Bureau 
of the Budget, played the leading part in these negotiations, we have 
asked Mr. Hughes to appear as our first witness and to furnish all 
documents in connection with this matter. 

(The excerpt from the President’s press conference follows :) 

On August 18, 1954, replying to a question at his press conference, the President 
made a statement which was reported in the New York Times of August 19 in 
the form of indirect discourse as follows: 

“Now, as to his (the President’s) actions, his own actions, he was not going 
to defend himself, as he had told reporters time and again he should not. He 
merely said this: Of course, he approved the recommendations for this action, 
and every single official action he took involving the contractual relationships 
of the United States with anybody, and except only when the question of 
national security was directly involved, was open to the public. Any one of 
you present might singly or in an investigation group, go to the Bureau of the 
Budget, to the chief of the Atomic Energy Commission, and get the complete 
record from the inception of the idea to this very minute, and it was all yours. 
Now, that was all he had to say about it.” 

Senator Kerravuver. Senator Butler, do you want to make any 
preliminary statement ? 

Senator Burier. Thank you, Senator, no; I do not care to. 

Mr. Hueues. I would like to make a statement, Mr. Senator, if 
I may. 

Senator Kreravuver. All right, Mr. Hughes. 

I notice in all the hearings on this Dixon-Yates matter, all of the 
witnesses have been sworn, and that has been the policy in the hearings 
preliminary to this. You have no objection ? 

Mr. Huaeues. If that is the practice for everybody. 

Senator Kerauver. That is the practice. 

Do you solemnly swear the testimony you give will be the whole 
truth, so help you God? 

Mr. Hucues. Yes, sir. 

Senator Keravuver. All right, sir. You wish to make a statement, 
Mr. Hughes? 
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TESTIMONY OF ROWLAND R. HUGHES, DIRECTOR OF THE BUREAU 
OF THE BUDGET 


Mr. Hucues. Mr. Chairman, and members of the committee, I 
was requested urgently on Friday to appear before you today. No 
indication was given me of any particular points to be covered, except 
that it would be helpful in straightening out the record, and I of 
course want to be of any help that I can to your committee. 

The facts of the background of the power contract between the 
Atomic Energy Commission and the Mississippi Valley Generating 
Co. (the Dixon-Yates contract) have been spread on the record by 
the administration with all pertinent supporting documents for all 
interested to see, and I don’t know what I or anyone else can add to it. 

As you gentlemen know, the Bureau of the Budget’s mission is to 
carry out the President’s policies as efficiently and adequately as 
possible. The President has expressed himself very clearly on this 
particular matter on a number of occasions. One of the notable ones 
was the letter which he personally wrote to Congressman Cole, then 
chairman of the Joint Committee on Atomic Energy, emphasizing his 
views on this whole question. It was dated November 10, 1954, and 
I attach it to this statement. I hope you will read it. The President 
concludes 

Senator Keravuver. Without objection, we will have the letter made 
a part of the record and it will be printed as part of your statement. 

Mr. Hueues. Thank you. 

The President concludes: 





The administration plan, and all facts concerning its development, have been 
before the public for months. I hope that the Joint Atomic Energy Committee 
will give the plan, and the proposed contract to carry it into effect, the fullest 
consideration that the committee deems necessary. If, however, after such con- 
sideration, the committee is of the opinion that the final contract terms are 
completely satisfacory, it would be clearly desirable and in the best interests 
of the people of the TVA area that any additional waiting periods be waived, 
so that construction may begin as soon as possible and people in the TVA 
area may make their plans for the future. 

Similar statements have been made at press conferences and on 
other occasions that are a matter of record. On a very recent oc- 
casion the President reiterated that his views remained as previously 
stated. 

In the many meetings that I have sat in on this subject with the 
President and with congressional leaders, there has never been any 
indication of any intention or desire to injure the TVA. The 
original and continuing purpose is to provide what was described by 
the former Chairman of the Tennessee Valley Authority as an urgent 
need for more power facilities in 1957 so that time could be provided 
to work out and adopt some sound long-range program for financing 
TVA power facilities such as has recently been presented to the 
Congress. 

Senator Krerauver. Excuse us, Mr. Hughes. Senator O’Mahoney, 
Mr. Hughes is limited in time, and since Senator Butler was here, 
we decided to go ahead. 

Senator O’Manoney. That is all right; this is my fault. 

Senator Krravver. We would have waited except there was a 
limitation of time. 
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Mr. Hueues. Negotiation of the contract with the Mississippi Val- 
ley Generating Co. “did not establish any precedent. The precedent 
had already been established by the previous administration in two 
instances—first, by a negotiated contract with private utilities having 
interests in the Paducah area for the purpose Kenia the Atomic 
Energy Commission with 735,000 kilowatts of power at Paducah, Ky. ; 
and, second, by another negotiated contract with private utilities hav- 
ing ‘interests in the Ohio area for the purpose of supplying 1,800,000 
kilowatts of power to the Atomic Energy Commission at Portsmouth, 
Ohio. With these precedents before it, Congress last year, in the 
Atomic Energy Act of 1954, specifically authorized the Atomic Energy 
Commission to make negotiated contracts for replacement power for 
the purpose of further relieving the TVA of its AEC load. After 
the Atomic Energy Act of 1954 “became law, the contract for 650,000 
kilowatts of power with the Mississippi Valley Generating Co., with 
all of the facts and documents relating to it, was submitted to the 
Joint Committee on Atomic Energy, and the contract, with certain 
changes therein suggested by the Joint Committee, was specificall 
approved by the committee. In working out the contract, the AE 
had the benefit of its previous experience to help it in making the most 
favorable contract the Government could obtain. 

The method adopted in the Mississippi Valley Generating Co. con- 
tract for meeting TV A’s immediate power requirements was the only 
feasible method of meeting those requirements. Attempts during the 
previous administration to meet the requirements in the Memphis 
area by the construction of a steam plant at Fulton with appropriated 
funds were rejected on at least two occasions, and a similar attempt 
was decisively rejected by the House of Representatives less than 2 
weeks ago. Experienc e, if nothing else, demonstrates that TVA’s 
power needs in the Memphis area “annot be met by the construction 
of a TVA steam plant financed by appropriated funds. So, entirely 
apart from any other considerations, the immediate power require- 
ments of the people in the Tennessee Valley area can best be met under 
these circumstances by the Mississippi Valley Gener ‘ating Co. contract. 

That is the end of the statement. 

(The copy of President Eisenhower's letter to Representative W. 
Sterling Cole, dated November 10, 1954, is as follows :) 

THE WHITE HOUSE, 


Washington, November 10, 1954. 
Hon. W. STERLING COLE, 


The House of Representatives, Washington, D. C. 


DEAR STuB: On several occasions you and I have discussed the administration 
plan to relieve TVA of part of its obligation to furnish electric power to AEC in 
order that TVA, without additional steam plants built at taxpayers’ expense, 
may have an adequate supply of electric power for its customers through 1957. 

My general thinking on the subject is this: It seems to me that all arguments 
for the construction by the Federal Government of the additional steam plants 
ignore this one and very important truth: If the Federal Government assumes 

responsibility in perpetuity for providing the TVA area with all the power it 
can accept, generated by any means whatsoever, it has a similar responsibility 
with respect to every other area and region and corner of the United States of 
America. 

Logically, every section of the United States should have the same opportu- 
nities, and the Federal Government should not discriminate between the several 
regions in helping to provide this type of facility. My own conviction is that we 
have not been alert enough in making certain of this equality of treatment. If 


this is the case, then it is high time that other regions were getting the same 
opportunities. 
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I cannot believe that Americans, in general, disapprove of attempting to place 
all regions on a basis of equality in this regard. Consequently, there must 
either be some reexamination of any plans which would call for the Federal 
Government to supply all the additional power capacity that might be needed 
in the future in the Tennessee Valley, or logically we would have to begin plans 
for a gigantic power development to cover the entire Nation equitably. 

The directive to the AEC to make arrangements for the purchase of private 
power—either directly or by finding a new private source to replace available 
TVA power—was designed to allow time for a thorough examination of this 
whole vast field, without hurting the citizens of the valley. 

As a consequence of these facts, I believe that the project for building new 
plants at Federal expense—implying a purpose of continuing this process 
indefinitely in the future—is therefore wholly indefensible unless it should be- 
come part of a vast national plan. If this is to be a national policy; it is most 
certainly a project that demands earnest and prayerful study. In the meantime, 
the citizens of that region will not be deprived of the additional power they need 
for the next several years. 

It seems to me that there has been a very great deal of talk and argument— 
much of it partisan—about issues that are really clear and simple. No one in 
this administration has any intention of destroying or damaging TVA or of 
diminishing its effectiveness in any way. But this is not the same thing as fast- 
ening on the Federal Government a continuing and neverending responsibility 
which I frankly do not believe is logical nor, in the long run, in the best interests 
of the country. 

The administration plan, and all facts concerning its development, have been 
before the public for months. I hope that the Joint Atomic Energy Committee 
will give the plan, and the proposed contract to carry it into effect, the fullest 
consideration that the committee deems necessary. If, however, after such 
consideration, the committee is of the opinion that the final contract terms are 
completely satisfactory, it would be clearly desirable, and in the best interests 
of the people of the TVA area that any additional waiting periods be waived, so 
that construction may begin as soon as possible and people in the TVA area 
may make their plans for the future. 

With warm personal regards, 

Sincerely, 








(Signed) Dwienut D. EISENHOWER. 


Senator Kerauver. Mr. Hughes, I hope before these hearings are 
over that we may have time to go into the detailed matter further. 
Of course, they have been gone into fairly fully already—of the kilo- 
watt load and TVA and the Atomic Energy Commission in connec- 
tion with matters in this contract. 

What we want to start off with and get today are the actual facts 
about the negotiations and who had a hand in this matter, leading up 
to the consummation and the signing of the contract: and specifically 
we want to start off to get you to tell us about the operation of Mr. 
Adolphe Wenzell in this matter, who Mr. Wenzell was, what he did, 
and how you got him and how he came into the picture, and I think 
we are entitled to all of this information because the President, in his 
press release, invited the press and anyone of them present, that they 
might singly or in an investigative group, go to the Bureau of the 
Budget, to the Chief of the Atomic Energy Commission, and get the 
complete record from the inception of the idea to this very minute. 

So that, as a Committee of the Congress, we certainly are entitled 
to - the information since we have been invited by the President, 
and we went to get as much of that today as we can. 

We would also wish, to begin with—I would like to ask you if, and 
T assume you have no objections, Mr. Keeffe and others of the commit- 
tee staff might come down and go over with your people the detailed 
memoranda, interoffice memoranda, letters, other documents which 
relate to the Dixon-Yates matter, so that they can be brought into 





| 
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this, and disclosed if they are found to be germane. Is that sat- 
isfactory ? 

Mr. Hucues. As far as I can see; I would want to see exactly that it 
did apply to this particular thing and in what connection it could 
apply. 

rt aun Keravuver. Of course, they would want to go over them 
with you are someone you designate. 

Do you have any objection to their coming down and having them 
made available? 

Mr. Hucues. Not as a general thing. The only question we have, 
we are under certain instructions from the President with regard to 
interdepartmental communications, and so forth, and we have to jibe 
it up with that. Whatever is necessary, we shall do in every way we 
can. 

Senator Krrauver. Are you in conformity with the press conference 
remarks that the President wanted every bit of information disclosed 
to the public, it being a question that a committee of the Congress—— 

Mr. Hucues. I shall try my best to work it out in conjunction with 
those too, and you will have to let me look at it first to make sure, but I 
see no objection at the present time. 

Senator O’Manoney. Mr. Chairman, if I may ask, is there any 
conflict between the statement of the President at the press conference 
with respect to the detailed facts concerning this transaction and the 
order about interdepartmental communications to which Mr. Hughes 
has just referred? I am wondering if Mr. Hughes 

Mr. Hueues. I do not know that, Senator. 

Senator O’Manoney. Will you be guided by the President’s press 
conference assertion that there was nothing to be concealed, as I 
understand that ? 

Senator Kerauver. That is right. 

Senator O’Manoney. Or by a general order about the secrecy of 
interdepartmental communications? 

Mr. Hugues. I shall be guided by the President’s instructions, sir, 
to the very best of my ability. 

Senator O’ManongEy. You mean by the instructions or the statement 
he made at the press conference or some other instructions? 

Mr. Hucues. All the applicable instructions that have been re- 
ceived from the President, sir, including that. 

Senator O’Manoney. I think, Mr. Chairman, it would be well to 
have inserted in the record the statement of the President at the press 
conference. I think it was given out by the White House, and if 
Mr. Hughes will supply, in general 

Senator Krerauver. Yes; that has already been done. 

Senator O’Manoney. The general Executive order complying with 
departmental communications 

Mr. Hucues. Yes, sir. 

Senator Kerauver. Thank you, Senator O’Mahoney. 

I should like to point out also that in the letter which Mr. Hughes 
has put into the record, the letter of the President, dated November 
10, 1954, the beginning of the last paragraph states: 

“The administration plan, and all facts concerning its development, 
have been before the public for months,” and Mr. Hashes, in his own 
testimony before the joint committee at several places, had much to 
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say about the fact that all minute detail had been given out and that 
all the cards were on the table. 

Mr. Hucues. That is right, sir. I stand on that. 

Senator Krerauver. You stand on that? 

Mr. Hucues. Yes. 

Senator Krerauver. Well then, we want to get this settled, Mr. 
Hughes. Our staff will be down or some members, at 9 o’clock in the 
morning for the purpose of seeing such records and information as 
are available, and will the whole matter be cleared so that we can 
see it by that time? 

Mr. Huaues. I see no reason now why it should not be cleared. 

Senator Keravuver. Very well. They will be there in the morning 
for that purpose. 

Mr. Keeffe? 

Senator Butter. May I ask one question? 

Senator Kerauver. Yes, indeed. 

Senator Butrer. Mr. Hughes, as I understand your testimony, all 
of the pertinent facts in connection with the formation and carrying 
forward of the Dixon- Yates contract are already public property ? 

Mr. Hueues. Yes, sir. 

Senator Butter. And that there is nothing further to be disclosed ? 

Mr. Hucues. Nothing of any pertinent value. 

Senator Butier. If there is anything further you do not object to 
its being disclosed ? 

Mr. Hueues. No. 

Senator Keravuver. All] right. 

Mr. Keeffe, do you wish to ask Mr. Hughes any questions? 

Mr. Keerre. Thank you, Senator. 

Mr. Hughes 

Senator Kerauver. Suppose for the record we first get established 
1 or 2 things. In the committee hearing before the Joint Committee 
on Atomic Energy of November 1954, at page 815, is the release by the 
Bureau of the Budget, with all supporting data and letters and what- 
not which, I think, cover some one-hundred-and-some-odd mimeo- 
graphed pages; and then on page 922 of the committee hearings is the 
Atomic Energy Commission’s report of the chronology of what took 
place in connection with this matter. 

I think it should also be put into the record, the speech of Senator 
Lister Hill on the floor of the Senate February 18 of this year, to- 
gether with a letter from Mr. Hughes to Senator Hill. 

(The document referred to follows:) 





New EvImpENce In Drxon-YATES DEAL 


Mr. Hirt. Mr. President, during the past week we have witnessed a building 
up of the Dixon-Yates campaign to label all opposition to this improvident ar- 
rangement as partisan politics in its worst form. The barrage continues almost 
daily. 

The other day, Mr. Dixon hailed the decision of the Securities and Exchange 
Commission with a boast that even the closest scrutiny has not turned up any- 
thing. Apparently the gentleman meant that no one has uncovered any wrong- 
doing or questionable conduct on the part of those who are responsible for the 
Dixon-Yates deal. 

Mr. President, I am taking the time of the Senate this afternoon because I am 
convinced that there do exist certain essential facts concerning this deal which 
have not been made public. There is definite indication that these facts have 
been deliberately concealed from the Congress and the American people. These 
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facts strongly suggest important and substantial questions which must be inves- 
tigated to the fullest. The facts and circumstances I am about to describe 
make it essential and necessary that the Bureau of the Budget and the Atomic 
Energy Commission be called upon to make a full and complete disclosure of 
the part played by certain individuals and the corporations they represented in 
the development of the Dixon-Yates arrangement. 

Mr. President, a vice president and director of the First Boston Corp.—one 
of the country’s largest and most influential banking institutions in the utility 
field—was acting as a consultant to Mr. Dodge, the Director of the Bureau 
of the Budget, during the very period when the Dixon-Yates deal was being 
put together. There exists persuasive evidence that this man participated in 
conferences and meetings on the Dixon-Yates matter, which were held in the 
Budget Bureau at the very time when the First Boston company was making 
arrangements for financing the Dixon-Yates plant. The same company, the First 
Boston Corp., also helped arrange the financing for the OVEC combine, which 
was put together to supply power for AEC’s production plant near Portsmouth, 
Ohio. 

In the Dixon-Yates case which was tried before the Securities and Exchange 
Commission, two rather important items emerged in the course of the hearings. 

Mr. Dixon, president of Middle South Utilities, testified that he had had con- 
versations with representatives of the First Boston Corp. concerning the debt 
financing of the Dixon-Yates proposal, sometime prior to February 25, 1954, the 
date when Middle South and the Southern Co. made their first proposal to the 
Atomic Energy Commission. There was also produced in that proceeding—that 
is to say, the proceeding before the Securities and Exchange Commission—a 
“confidential” memorandum dated March 2, 1954, which Mr. Yates, the chair- 
man of the board of the Southern Co., had circulated to all the directors of 
the Southern Co., as well as to certain other persons. This “confidential” memo- 
randum related to the Dixon-Yates proposal to AEC of February 25, 1954; and 
in the memorandum, Mr. Yates stated: 

“The First Boston Corp. had advised Mid-South and Southern they can sell 
$114 million of 314-percent bonds to insurance companies under present market 
conditions.” 

Other testimony which also was brought out in the proceeding before the Secu- 
rities and Exchange Commission shows that the participation of the First Boston 
Corp. in the Dixon-Yates matter not only began at an early date, but also con- 
tinued as the proposal developed. From the evidence to which I have just re- 
ferred, it is clear that the First Boston Corp. has had a hand in the arrange- 
ments for providing Dixon-Yates with somewhere between $99 million and $120 
million. 

There was also produced in that proceeding—I refer to the same proceeding 
before the Securities and Exchange Commission—a memorandum dated March 
3, 1954, prepared by T. G. Seal, who, I am advised, is a vice president of Ebasco 
Services. Ebasco, it will be recalled, is the large utility service company which 
works hand-in-glove with Mr. Dixon and his Middle South Co., and was respon- 
sible for the “Ebasco fiasco” at Paducah, which cost the Government so many 
millions of dollars. The memorandum was obtained from the Dixon-Yates 
people, and was also introduced in evidence in the SEC hearing. At this point 
I should say it is clear that Mr. Seal and others affiliated with Ebasco Services 
have played an important part in the development of the Dixon-Yates arrange- 
ment. 


Mr. Keravver. Mr. President, will the Senator from Alabama yield for a 
question? 

Mr. Hit. I should like to proceed with my statement, that I might get it into 
the Record in orderly fashion. However, if the subject the Senator from Tennes- 
see has in mind is germane to the matter now under discussion, I shall yield. 


Mr. Keravver. I think it is germane, if the Senator from Alabama will yield 
to me. 


Mr. Hr. Yes; I yield. 

Mr. Kerauver. The Senator from Alabama has been discussing the connection 
between Dixon-Yates and Ebasco Services. I am sure the Senator from Alabama 
is familiar with the conclusion or the statement appearing in the report of the 
Langer Subcommittee on Monopoly and Antitrust Matters—a subcommittee of 
the Judiciary Committee—which indicates that Ebasco is the wholly owned 
service company of Electric Bond & Share; that Electric Bond & Share, instead 
of receiving a percentage from the operating companies, now receives a per- 
centage of the revenues of the operating companies, through the services per- 
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formed by Ebasco; that, as a matter of fact, Ebasco—Electric Bond & Share—is 
still left intact; and that that should have been one of the considerations taken 
into account by the Securities and Exchange Commission in passing upon the 
legality of this whole deal. 

Mr. Hiiu. Yes; and, of course, Ebasco is the company which the Mid-South 
Co. and other companies used in what is called the Ebasco fiasco, which was the 
building of the plant near Portsmouth, Ohio, for the Atomic Energy Commission. 

Mr. Keravver. Is it not also true that originally the Dixon-Yates group had 
intended to use Ebasco as the contractor for the building of the plant at West 
Memphis, Ark.; but upon the public criticism of the bad showing that Ebasco 
had made at the Paducah plant, the Dixon-Yates group finally decided not to 
use that company as the contractor, but to use it only as the engineer or super- 
visor, or something of that kind? 

Mr. Huu. I think the record to which the Senator from Tennessee has referred 
confirms exactly what he has just said. 

Mr. Keravver. So Electric Bond & Share, through Ebasco, the holding company 
which was ordered to be broken up, is being reinstituted and is having a larger 
control or hold over the manufacture and distribution of electric power in this 
region, through Ebasco, which is connected with the Dixon-Yates? 

Mr. Hiri. Yes. There, again, I think the record of the subcommittee of which 
the Senator from Tennessee is a member confirms the facts he has just stated. 

Mr. Keravuver. I thank the Senator from Alabama. 

Mr. Hitu. Mr. President, in order that Senators may have this picture clearly 
in mind, I shall repeat a few of the last things I have stated in the course of 
my remarks. 

There was also produced in the proceedings before the Securities and Exchange 
Commission a memorandum dated March 3, 1954, prepared by T. G. Seal, who, 
I am advised, is a vice president of Ebasco Services. Ebasco, it will be recalled, 
is the large utility service company which works hand-in-glove with Mr. Dixon 
and his Middle South Co., and was responsible for the Ebasco fiasco at Paducah, 
which cost the Government so many millions of dollars. The memorandum was 
obtained from the Dixon-Yates people, and was also introduced in evidence in 
the SEC hearing. At this point I should say it is clear that Mr. Seal and others 
affiliated with Ebasco Services have played an important part in the develop- 
ment of the Dixon-Yates arrangement. 

Mr. BusH. Mr. President, will the Senator yield? 

Mr. Hit. I am glad to yield to the Senator from Connecticut. 

Mr. Busu. I am interested in what the Senator from Alabama has said about 
the Ebasco fiasco. That designation had escaped my notice. I have not heard 
any such expression as that before. I had not heard that there was any fiasco 
in connection with the activity. I presume the expression referred to the Ohio 
Valley Electric Co. 

Mr. Hirt. It refers to the Joppa plant built by EEI. It was called a fiasco 
because of the many millions of dollars which it cost the taxpayers of the United 
States above and beyond what the estimates of the cost had been. 

Mr. BusH. Whose estimates? 

Mr. Hiry. The estimates made by the AEC and the companies which were 
engaged in supplying the power for the AEC. 

Mr. Bus. During what period of time was that plant built? 

Mr. Hitt. The plant was built 2 or 3 years ago. I do not recall the exact 
date, but it was 2 or 3 years ago. 

Mr. BusH. If that be true, then the plant was built during an inflationary 
period, when costs were rapidly rising. Is that not correct? 

Mr. Hitt. No; that is not correct. The plant was built afterward. 

Mr. BusH. Was the plant built during the Korean war? 

Mr. Hit1i. There was no excuse or justification for the excess cost. The 
cost of the plant far exceeded the estimates which were made at the time the 
contract was let. 

Mr. KeFrAuver. Mr. President, will the Senator yield? 

The Prestpine OrriceR (Mr. McNamara in the chair). Does the Senator 
from Alabama yield to the Senator from Tennessee? 

Mr. Hirt. I am glad to yield. 

Mr. KEFAUVER. Was not the matter handled so badly and expensively that 
the Government finally took the contract away from the company and dis- 
charged it? 

Mr. Hix. That is my understanding. The whole story has been put into the 
record, of both the appropriate subcommittee of the Committee on the Judi- 
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ciary, and the Subcommittee on Independent Offices of the Committee on Ap- 
propriations. I am sure the story has been put in the record of the Joint Com- 
mittee on Atomic Energy. 

In this connection, I might say that while the costs for the Joppa plant, which 
was being built by EEI, went far beyond the estimates, the Shawnee plant 
which the TVA built for the Atomic Energy Commission at Paducah, Ky., was 
built well within the estimated costs. 

I wish also to say to the distinguished Senator from Connecticut, because 
he raised a question about inflation, that the plant built by EEI and the plant 
built by TVA at Paducah were constructed at the same time. The EEI plant 
cost far beyond the estimates. The TVA plant was constructed well within the 
estimates of costs. 

Not only that, Mr. President, but the delivery and the time of delivery of 
power for our great nuclear program for the development of atomic energy, were 
very important. The power from the TVA-built plant was delivered ahead of 
time. The EEI was far behind the schedule which had been fixed. 

Mr. President, the particular memorandum to which I wish to refer—and 
I am speaking of a memorandum from T. G. Seal which went into the record of 
the proceedings before the Securities and Exchange Commission—is an account 
of a meeting which was held at the Bureau of the Budget on March 2, 1954, 
attended by various representatives of the Bureau of the Budget, Mr. Seal, and 
a Mr. Wenzell. The memorandum is interesting on a number of counts, but for 
present purposes I shall refer to one item in particular. 

First, it is now clear that the Mr. Wenzell referred to in the Seal memo- 
randum is Adolphe H. Wenzell, a vice president and director of the First Bos- 
ton Corp., the banking house which Mr. Dixon and Mr. Yates testified had 
undertaken to arrange the debt-financing for Dixon-Yates. In the memo- 
randum Mr. Seal did not identify Mr. Wenzell as an officer of the First Boston 
Corp. Instead, he listed his name along with the names of other representatives 
of the Bureau of the Budget, leaving the impression that Mr. Wenzell was a 
part of the regular Bureau of the Budget team. In the next to the last para- 
zraph of the memorandum Mr. Seal stated 

“Following my visit with Mr. Cook’, he was evidently referring to the Mr. 
Cook who was deputy manager of the Atomic Energy Commission—“Mr. Wenzell 
rejoined me in our office.” 

That evidently means the office of Ebasco. I understand it has an office in 
the Cafritz Building in Washington. They did not meet in the office of the Bu- 
reau of the Budget. Mr. Wenzell went to the office of Ebasco to meet Ebasco’s 
vice president and representative in this matter, Mr. Seal. It was evidently a 
private conversation between the two. 

I shall read from the beginning of the last paragraph of the memorandum: 

“Following my visit with Mr. Cook, Mr. Wenzell rejoined me in our office about 
5 p. m., when he had finished his day with the Budget Bureau people and told me 
that the memorandum had been finished and that Mr. Clapp of the TVA and 
General Nichols of the AEC and the Budget Bureau people were to get together 
today, March 3, in Mr. Hughes’ office at 9 a. m., for further intra-Government 
discussions. We hope to hear how these discussions eventuate later today.” 

Last Friday morning I telephoned Mr. Hughes, the Director of the Bureau of 
the Budget, to obtain from him the facts concerning Mr. Wenzell’s employment 
by the Bureau of the Budget. I was unable to reach Mr. Hughes—I was told 
he was at the time at the White House—so I discussed the matter with Mr. 
McCandless, Assistant Director of the Bureau of the Budget. He told me that 
Mr. Adolphe H. Wenzell had served as a consultant to the Bureau, but said he 
would have to talk to Mr. Hughes before he could supply me with any informa- 
tion with respect to the period of Mr. Wenzell’s employment, the nature of his 
duties, and the work he performed for the Bureau. I asked Mr. McCandless to 
have Mr. Hughes supply me with the information as quickly as possible and in 
writing. 

Saturday I received a letter from Mr. Hughes in which he confirmed Mr. Wen- 
zell’s employment as a consultant to the Bureau of the Budget beginning May 20, 
1953, and ending March 2, 1954. Mr. Hughes stated that Mr. Wenzell had served 
intermittently during that period for a total of 34 days, and that he had been 
retained by Mr. Dodge to serve without compensation as a consultant on various 
phases of the TVA power program. The letter discussed in some detail the 
nature of Mr. Wenzell’s work on the TVA power program but Mr. Hughes did not 
see fit to mention Mr. Wenzell’s participation in the Dixon-Yates matter. 
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Nowhere in the chronology released by the Budget Bureau on August 21, 1954, 
and which was supposed to contain all the facts about the Dixon-Yates deal, 
did Director Hughes make any reference whatever to the First Boston Corp. or 
to Mr. Wenzell. 

I am sure that every Member of this body will recall the fanfare with which 
these releases were made and the statements by representatives of the Bureau 
of the Budget and the Atomic Energy Commission which accompanied the re- 
leases. The American people were told that the chronologies provided a full and 
complete account of the Dixon-Yates deal. When Mr. Hughes testified before 
the Joint Committee on Atomic Energy, on December 4, 1954, he said: 

“All basic information that I have on the subject is already public knowledge. 
* * * the complete facts on the background of this problem have been publicly 
available for more than 2 months. Nevertheless, misstatements and misrepresen- 
tations have continued almost daily. The facts have been told, but evidently 
seldom heard. Therefore, I welcome this opportunity to review those facts 
before your committee.” 

Even in the letter which I received from Budget Director Hughes on Satur- 
day, which letter I shall place in the Record, Mr. Hughes did not make any 
reference to Mr. Wenzell’s part in the Dixon-Yates proposal. 

Mr. Seal’s memorandum frankly states that the purpose of the March 2 
meeting, which was attended by Mr. Wenzell, was to brief the Bureau of the 
Budget officials in anticipation of their meeting with TVA officials the following 
day. Mr. Seal’s memorandum makes this pertinent statement with respect to 
the Dixon-Yates proposal and the comments of the Bureau of the Budget officials: 

“Their comments (of the Budget Bureau officials) were not critical so much 
as they represented an effort to get thoroughly posted on the reasons for the 
figures, anticipating an argument from TVA, etc.” 

Mr. President, it is startling indeed to find that an officer of the First Boston 
Corp., who presumably that very day was serving as an adviser and consultant 
to the Bureau of the Budget, later the same day met with Mr. Seal to discuss 
the status of the Dixon-Yates negotiations. But even more startling is the fact 
that the First Boston Corp. was arranging the financing on a deal in which one 
of its officers was advising the Government, and apparently the same officer had 
access to important confidential information concerning governmental policies 
and actions concerning the same transaction—the Dixon-Yates deal. 

Last summer the President directed the Bureau of the Budget and the AEC 
to make a full disclosure concerning the origins and development of the Dixon- 
Yates contract. It is clear that important facts and circumstances surround- 
ing the transaction were concealed. It is now essential and imperative that the 
Joint Committee on Atomic Energy obtain access to all available records and 
data, in order that the full story surrounding the role played by these indi- 
viduals and the corporations they represented may be thoroughly investigated 
and all the facts revealed to the American people. I urge the joint committee 
to act, and to act as quickly as it can. 

Mr. Gore. Mr. President, will the Senator from Alabama yield to me? 

Mr. Hix. I yield to my distinguished friend, the Senator from Tennessee, 
who has been so deeply interested in all matters concerning the Dixon-Yates 
eontract, and who also is a distinguished member of the Joint Committee on 
Atomic Energy. I am delighted to yield to him. 

Mr. Gore. I appreciate the generosity of the senior Senator from Alabama. 

First, I wish to congratulate him upon his able presentation of a strange set 
of circumstances, only now brought to light. 

Mr. Hii. I am sure the distinguished Senator from Tennessee will confirm 
all I have said, to wit, that it was proclaimed to the people throughout the land 
that all the facts about the Dixon-Yates deal had been presented. 

Mr. Gore. I was present when Mr. Hughes made the statement the Senator 
from Alabama has quoted. 

I find it strange and shocking that the vice president of one large corporation, 
namely, Ebasco, and the vice president of another large corporation, namely, the 
First Boston Corp., are in the role of briefing the Bureau of the Budget as to 
what the Bureau of the Budget presumably should say to the TVA, when next 
the TVA presented itself. 


Mr. Hitu. That is certainly the very definite conclusion to be drawn from 
Mr. Seal’s memorandum. 


Mr. Gore. What would the Senator from Alabama understand the term 
“briefing” to mean? 
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Mr. Hit. I should say they were to present to the officials of the Bureau of 
the Budget the arguments and everything else which they thought would be 
helpful to those officials in trying to put over the Dixon-Yates deal and in trying 
to get the TVA to go along with the deal. 

Mr. Gore. In other words, those two vice presidents of large corporations—one 
of them wearing both the hat of a consultant of the Bureau of the Budget and 
also his hat as vice president of his own company—were in the role of telling 
the Bureau of the Budget what it must do and what it must say. This goes a 
long way toward proving what the able senior Senator from Alabama said ear- 
lier, namely, that the large financial houses of the country dictated the Dixon- 
Yates deal. 

Mr. Hii. The evidence is certainly here, I say to my distinguished friend, the 
able Senator from Tennessee; and I wish to thank him for the contribution he 
has made in connection with the presentation of this matter today. 


Senator Kerauver. Very well, Mr. Keeffe. 

Then there was a supplemental letter to Mr. Hughes’ original let- 
ter—perhaps I had better read those two letters in the record at this 
point. Senator Hill had called for Mr. Hughes and talked with Mr. 
McCandless, asking information about Mr. Wenzell. 

Mr. Hughes, is this the letter that you wrote? I will read it to 
you: 

Hon. Lister HILt1, 
United States Senate, Washington, D. C. 

My Dear SENATOR HILL: This is in reply to your inquiry of earlier today as 
to whether Mr. Adolphe H. Wenzell had ever been employed by the Bureau of 
the Budget and, if so, the nature of his employment. 

The Bureau of the Budget records show that on May 20, 1953, Mr. Wenzell 
Was invited to serve as a consultant without compensation to Mr. Joseph M. 
Dodge, then Director of the Bureau of the Budget. Mr. Wenzell’s consultative 
services were used intermittently for a total of 34 days between May 20, 1953, 
and March 2, 1954, when he completed his work. 

Mr. Dodge advises me that Mr. Wenzell was engaged as a technical expert to 
advise the Director of the Budget. regarding the accounting system of the Ten- 
nessee Valley Authority, particularly as to comparison of its annual reports of 
earnings with those of private industry, which has differing requirements as 
to taxes, interest, et cetera. Mr. Wenzell was requested to analyze and explain 
the differences in the two types of accounting systems and their significance in 
measuring real results. Mr. Wenzell was also asked to review the allocation 
system for distribution of costs between power, navigation, flood control, and 


other purposes, concerning which the Bureau of the Budget makes recom- 
mendations to the President. 


I trust that this provides the information you desire. 
Sincerely yours, 


ROWLAND HucHEs, Director. 

Mr. Hucues. That is correct; that was on the basis of a request 
merely 

Senator Kerauver. Yes. 

Mr. Hueues. As stated there, no letter or nothing at all; no detail; 
nothing as to why he wanted it. 

Senator Krerauver. That was on February 11; and it was on Feb- 
ruary 18 that Senator Hill made his speech on the Senate floor, and 
that will be printed in the record. 

Then on March 16, 1955, there is a supplemental letter to Senator 
Hill from Mr. Rowland Hughes, Director: 





On February 11, in response to your urgent request for an immediate reply 
that day, I wrote you concerning the consultative services of Mr. Adolphe 
H. Wenzell to the Bureau of the Budget. Although the condition and nature 
of Mr. Wenzell’s services are as set forth in that letter, supplementary infor- 
mation as to the period when his services were used has come to my attention 
and I am sending it to you to complete the record. 

65950—56—pt. 1——-2 
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In addition to the services of Mr. Wenzell described in my letter of February 
11, our records show that Mr. Wenzell attended, at our request, a few meetings 
between March 2 and April 8, 1954. Our records further show that these meet- 
ings were concerned with technical aspects of the proposal then being made by 
the Dixon-Yates group. 

Sincerely yours, 
Row rANp HucHEs, Director. 

That is the supplementary letter? 

Mr. Hucues. Yes. 

Senator Keravuver. All right, Mr. Keeffe. 

Mr. Keerre. Mr. Hughes, after you were graduated from Brown, 
you went to the National City Bank? 

Mr. Huecues. Yes, sir. 

Mr. Keerre. Before you became Deputy Director of the Budget, 
I assume you were comptroller of the National City Bank? 

Mr. Hueues. That is correct. 

Mr. Kererre. What date did you become Deputy Director of the 
Budget ? 

Mr. Hueues. April, I don’t know the date. 

Mr. Keerre. In — 

Mr. Hucues. Maybe it was May. 

Mr. Keerre. April of 1953? 

Mr. Hueues. Yes. It is either May 1 or April; somewhere in that 
area. 

Mr. Keerrs. At the National City Bank were you acquainted with 
Adolphe Wenzell ? 

Mr. Hucues. Never knew him; I never heard of the name until he 
appeared as an adviser to the Budget Bureau, as arranged by Mr. 
Dodge. 

Mr. Krerre. In other words, he was a friend of Mr. Dodge’s? 

Mr. Hueues. I don’t know. 

Mr. Kerrre. Or was Mr. Dodge acquainted with him? 

Mr. Hueues. I don’t know. Mr. Dodge tells me he doesn’t know 
him. He got his name from somewhere, but I never heard of the name 
until he appeared as an adviser to the Budget Bureau. 

Mr. Kerrrre. In your duties at the National City Bank, did you 
have utility work to do? 

Mr. Huenes. No. 

Mr. Kererre. Or were you always in the comptroller division or 
branches abroad, I think ? 

Mr. Hucues. That is right. 

Mr. Keerre. Were you acquainted with the First Boston Corp. ? 

Mr. Hucues. No; not in any—just by the name; that is all. 

Mr. Krerre. Were you acquainted with Mr. Lindley or Mr. Paul 
Miller or any of the presidents of First Boston Corp. ? 

Mr. Hueues. I don’t think I knew or know any officer of the First 
Boston Corp., never had any occasion to do any business with them. 

Mr. Kerrrre. So the first time you heard of Wenzell was when he 
came to the Bureau of the Budget at the suggestion of Mr. Dodge? 

Mr. Hucues. Mr. Dodge—not at his suggestion; Mr. Dodge 
arranged it. I don’t know how he arranged it, but he arranged it. 

Mr. Keerrre. In any event, you did not participate in those arrange- 
ments whereby Wenzell came to be a consultant of the Bureau of the 
Budget ? 

Mr. Hucues. No, sir; I knew nothing about it. 
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Mr. Keerre. Could you straighten out for the record the period of 
Wenzell’s employment as a consultant at the Bureau of the Budget? 
You will recollect that your first letter to Senator Lister Hill stated 
that the period was May 20 to March 2; that was your letter of Feb- 
ruary 11, whereas your second letter states that Mr. Wenzell was 
employed from May 20, 1953, to April 3, 1954, and Wenzell’s own 
testimony was that he was in the employ of the Bureau of the Budget 
until April 10, 1954. 

Mr. Hows. What date did I say? 

Mr. Keerre. In your first letter to Senator Hill you said his employ- 
ment terminated on March 2. In your second letter to Senator Hill, 
you said it terminated April 3. 

Mr. Hueues. April 3 is the last date we have been able to find 
that he did anything with us. The original date was the last date 
in which he appeared in any of our accounts or records; in other 
words, the last time we paid any fare or anything. 

Then I was away during that period, and I find that he was called 
down 8 or 4 days, 3 or 4 times, and once when I was there afterward. 

Mr. Keerrre. You do have records of those expense vouchers, I 
assume ? 

Mr. Hueues. No; there were no expense vouchers for those last 
days. 

Mr. Keerrre. Would you state for the record the financial arrange- 
ment the Bureau of the Budget made with Wenzell ? 

Mr. Hueues. As far as I know, he was paid as all the other con- 
sultants were, on a paying his fare and costs of going back and forth, 
and then an allowance of $10 a day, I believe. 

Mr. Keerre. In other words, he drew no salary ? 

Mr. Hucues. No salary. 

Mr. Kerrre. But he was reimbursed for travel and paid a per diem 
expense of $10 per day? 

Mr. Hucues. That is right. 

Mr. Keerre. Have you or can you give me tomorrow the precise 
days that he worked? Do you have that with you? 

Mr. Hueues, I have that list here. 

Mr. Keerre. Would you read it for the record ? 

Mr. HueHes. On the approximate days on which Mr. Adolphe H. 
Wenzell served as consultant to the Bureau of the Budget. 

Now, those are as near as we can ascertain from our records. There 
may be 1 or 2 but I—we have explored all the different places, and 
this is as near as we can find out: May 20-22, 26-29, June 2, 3, 9-12, 
16-19, 25, 24, June 30—July 2, August 11-14, 26, September 2, 21, 
1953; February 3, 1954; that is, February 8, 23, March 1, 2, 9, 11, 12, 
16, 23, and April 3, 1954. 

Mr. Keerre. So far as you know that is a complete list? 

Mr. Hueues. Yes, sir. 

Mr. Kererre. I asked you did you have travel vouchers? Do you 
have the travel vouchers ? 

Mr. Hugues. There will be for those trips on which he has charged ; 
yes, sir. 

Mr. Kerrre. And we can look at those? 

Mr. Hueues. Certainly. 

Senator O’Manoney. Mr. Chairman, it occurs to me to ask, Why 
is there any difficulty in finding out? 
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Mr. Hucues. Well, the only difficulty was that, like in any other 
Government department, if a man comes down and has a meeting 
and he does not put any expense voucher in, it is pretty hard to take 
it up. 

Sunikee O’Manoney. That several times was your answer. You 
have qualified by saying, “So far as I can find out.” 

Mr. Hucues. That is right. 

Senator O’Manoney. Thereby creating the impression or leaving 
the possibility of an inference that, perhaps, there were things that 
your accounting system did not cover. 

Mr. Hueues. No; not so far as I know it; as I say, in any Govern- 
ment department you have the same situation. 

Senator O’ManHoney. Well, has not the Budget Bureau undertaken 
ordinarily to prevent any such gaps in the accounting systems? 

Mr. Hucues. Not any more than the General Accounting Office. 

Senator O’Manoney. But the appropriations are made according 
to the estimates of the Bureau of the Budget, and the Budget places 
a ceiling upon the expenditures of any department; the Budget Bu- 
real reviews all of the personnel in any department. 

Mr. Hucues. Any expenditures made are reflected. 

Senator O’Manonery. And the personnel are carefully examined. 
So one would ordinarily expect that the Bureau of the Budget 
would have a complete account not only of the employees, the per- 
sonnel, and consultants of the various departments for which it 
examines appropriations and submits estimates, but also for itself. 

Mr. Hucues. Senator, with a staff of some 400 people we couuld 
not possibly do an accounting job of that detailed kind. 

Senator O’Manoney. Well then, are you telling this committee 
that the estimates for personnel employment which come to the Sen- 
ate and the House annually from the Bureau of the Budget are not 
complete in detail ? 

Mr. Hucues. No, I would not say that; not in complete detail; but 
we don’t check every postage stamp in ever detail. 

Senator O’Manoney. I am not asking you to check postage stamps; 
I am trying to find out why you qualified your answer to the question 
of the attorney, so far as you know. 

Senator Butter. May I ask a question, Mr. Chairman? 

Senator Kreravuver. Yes. 

Senator Butter. Didn’t the Budget Director make this point, that 
Mr. Wenzell may have come to the Bureau of the Budget and not put 
in for an expense account and, therefore, there would be no account 
if he had not asked for expenses ? 

Mr. Hueues. Every account is in, and not only that, but we have 
asked every individual in the Budget Bureau of any times when he 
was there because of this question being raised, and we have got them 
all down here. We can find out. 

Senator Burier. In other words, there may have been some days— 
he may have been there on May 22, and on that day not put in for any 
expense. 

Mr. Hueues. I do not think so. 

Senator Burier. If he did not there would be no matching voucher 
for that day, is that the sense of your statement ? 

Mr. Hucues. Yes. 
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Mr. Keerre. In any event, the only record the Bureau of the Budget 
has when he worked has to be drawn from the expense vouchers or 
recollection ? 

Mr. Hucues. Plus any records of any discussion. 

Mr. Keerre. And you have done the best you can on that? 

Mr. Hucuers. We love gone through all those. 

Mr. Keerre. Was it an integral part of the financial arrangement 
that the Bureau of the Budget made with Wenzell that he should 
be allowed to continue and draw his First Boston salary and carry 
on his business at First Boston Corp. ? 

Mr. Huaues. As far as I know; you will have to ask Mr. Dodge 
about that. I have no knowledge on that. 

Mr. Keerre. You did not make that arrangement with him? 

Mr. Huaues. No, sir; but I would think that is common practice; 
you can’t get a man to come here—— 

Mr. Keerre. Do you know to what office Wenzell was assigned in 
the Bureau of the Budget ? 

Mr. Huaeues. For a while he had an office on the second floor, 
which is a vacant office that we have there. We use it for that purpose, 
consultants. 

Mr. Keerre. And that was his office while he was there? 

Mr. Hucues. Yes. 

Mr. Keerre. So far as you know? 

Mr. Hueues. I don’t think he had it alone; I think from time to 
time he had other people in. 

Mr. Kererre. Was he assigned a secretary, and if so, do you know 
who she was? 

Mr. Hueues. Not that I know; no. 

Mr. Keerre. Can you find that out for me? 

Mr. Hueues. Yes, sir. 

Mr. Kererre. I would like to ask now why, if you know, Mr. Dodge 
hired Mr. Wenzell. 

Mr. Hueues. I can only give you a report that he was anxious to 
get the most capable man for this particular purpose that he could 
find who was not connected directly with any public utility industry, 
and this is the man that he came up with. 

Mr. Keerre. What was the purpose that Mr. Wenzell was hired 
for? What was he to do? 

Mr. Hugues. It is explained in that letter, sir. 

Mr. Keerre. Do you want to refresh your recollection by looking 
at that paragraph? 

Senator Kreravuver. Is this your explanation of what he was hired 
to do? 

Mr. Hueues. The first letter. 

Senator Kerauver. And the second letter, too. 

Mr. Hueues. Well, I don’t think the second letter—it only speaks 
about some extra things, but the purpose he was hired for was stated 
in the first letter. 

Senator Kerauver. Well, the second letter is that he worked up the 
Dixon- Yates deal. 

Mr. Hucues. No, his purpose, or his function in that was strictly as 
a consultant on technical questions. We did not have any people in 
the Budget Bureau who knew, for example, about the price of money 
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for these things and that sort of thing, and we wanted to get somebody 
to check on the question of whether this could be done at such and 
such a rate—various items of financial transactions. He never had 
anything to do with the policy of Dixon-Yates or anything of that 
nature, as far as we were concerned. 

Mr. Keerre. It is true, is it not, Mr. Hughes—and you know this— 
that Mr. Wenzell has been from its organization an important vice 
president in the First Boston Corp. ? 

Mr. Hueues. Oh, yes. 

Mr. Keerre. For the last 10 years, a director; before that he was 
with Harris, Forbes, and he is a very competent man with utility 
financing; isn’t that so? 

Mr. Hueues. That is why I suppose he was asked to come down; 
they didn’t want anybody who was not competent. 

Mr. Kererrr. Tell me, Mr. Hughes, what did he do when he came 
to the Bureau of the Budget and with whom did he work? 

Mr. Hucues. What do you mean what did he do? All the time you 
mean ? 

Mr. Keerre. In some detail; can you tell me what he did during the 
first period he was there; to make it a little easier for you, Mr. 
Wenzell’s testimony is that he was there from May 20, 1953, until 
September 1953. I would like you to train your mind on the 1953 

riod. 

What did Mr. Wenzell do for the Bureau of the Budget during the 
period of May to September 1953 ? 

Mr. Hucues. It says here—and this is as good a description as I 
can think of at the moment— 

To advise the Director of the Budget regarding the accounting system of the 
Tennessee Valley Authority, particularly as to comparison of its annual reports 
of earnings with those of a private industry, which has differing requirements 
as to taxes, interest, et cetera. 

He was requested to “analyze and explain the differences in the two 
types of accounting systems and their significance in measuring real 
results.” 

Mr. Keerre. I realize that generally 

Mr. Hucues. He was also asked to review the allocation system 
for distribution of costs between power, navigation, flood control, and 
runes purposes, which is something we have to report to the Presi- 

ent on. 

Mr. Keerre. During that period he undoubtedly attended a number 
of meetings, did he not, Mr. Hughes? He probably made some re- 

orts; he probably conducted some correspondence and there may be 
interoffice memoranda that he wrote. May we look at those tomorrow ? 

Mr. Hueues. As far as I know, the only thing he did was to make 
areport. I don’t know of any memoranda or anything. 

Mr. Kererre. What date was that report, and can you tell us—— 

Mr. Huecuers. September sometime. 

Mr. Keerre. In September ? 

Mr. Hueues. It had nothing to do with Dixon- Yates, I assure you. 

Mr. Krerre. With what did the report concern itself, Mr. Hughes? 

Mr. Hucues. These matters that we talked about here, an analysis 
of the reporting systems, and the accounting of the TVA, and how 
it compared with the accounting of private public utilities. 
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Senator Kerauver. Well, the chairman will rule that does have a 
direct connection with this whole matter. Do you have the report 
here, Mr. Hughes? 

Mr. Hugues. No, sir. 

Senator Keravver. Will you furnish it to the committee ? 

Mr. Hugues. I see no objection to furnishing it to the committee. 

Senator Kerauver. Then you will furnish it tomorrow to the staff 
of the committee. 

Senator Burier. That would be with the reservation that it does 
not impinge upon any Executive order. 

Mr. Huenes. That is right; I will have to do that. So far as I 
can see there is no objection to it. 

Senator Krerauver. The President wants all these matters out in 
the open and on the record, and we want them out, too, so we will ask 
that the report be furnished, and also that goes for other information 
regarding his written parts, other information regarding his work 
from and during May to September 1953, that period. 

Senator Burier. Mr. Chairman, may I ask one question there? 
Was the May to September employment continuous or was it periodic, 
as you have outlined ? 

Mr. Hueues. Spasmodic. He worked from time to time until he 
had this finished, is all. 

Senator Butter. In other words, the dates you gave, I think the 
first employment was May 20 to May 22, and then he did not work 
again until the 26th of May; was that not so? 

Mr. Hueues. Yes; and then in June and some days in July and 
August. He has a free hand to use his own time on that. 

Mr. Keerre. Mr. Hughes, is it fair to say that during this period 
of May to September 1953 the basic decision was made that private 
power would be used to replace power needed for TVA expansion? 

Mr. Huaues. Not the slightest, so far as I know. 

Mr. Keerre. Was any decision made during that period as to buy- 
ing power from private utilities as against TV A? 

Mr. Hueues. No, sir; not to my knowledge, and I am sure it 
wasn’t. 

Mr. Keerre. Did Mr. Wenzell work on that problem? 

Mr. Hueues. No, sir; it wasn’t discussed with him at all. 

Mr. Krrerre. However, by December 24, 1953 

Senator Kerauver. Let us not leave this period May to September. 
The analysis, according to your letter, Mr. Hughes, must have had 
something to do with whether TVA was going to be supported in its 
request or whether they were going to have to look for power to other 
sources because it refers to the cost method of accounting as to taxes, 
interest, and all of the elements that go into the cost of public as 
opposed to private power, so that was part of the basic research in 
that matter, was it not? 

Mr. Hueues. No,sir. Part of the basic research was to check up on 
facts, but there was no particular decision made at that time in 
connection with it. 

Senator Butter. Did the rejection by the Congress of the Fulton 
steam plant on two occasions have anything to do with making that 
decision ? 

Mr. Hugues. Yes; that was taken into consideration, and the 
budgetary process was an entirely separate thing from this. 








20 POWER POLICY 


Senator Krrauver. It will be recalled, Mr. Hughes, that when the 
budget—when the appropriation’s first request under the new admin- 
istration of the Fulton steam plant came up on the Senate floor—I 
asked Senator Saltonstall, the chairman of that subcommittee, in 
connection with an argument about the appropriation, and he said 
the whole matter was at that time being studied as to what was going 
to be done and what the needs were and how it would best be handled, 
so it was put over pending some sort of a study. 

Was this the study we were talking about in that colloquy ? 

Mr. Huenes. I don’t know, sir. 

Senator Kerauver. What other study was going on that you know 
of? 
Mr. Huceues. Well, there was a constant study in connection with 
the analysis of the whole picture of TVA and its requirements which 
was being done by our regular budget staff. 

Senator Krrauver. Mr. Hughes, then 

Mr. Hucues. This is one phase. 

Senator Keravver. In October 1952—— 

Mr. Hugues. 1952. 

Senator Kerauver (continuing). Before the administration came 
in 

Mr. Hueues. Yes. 

Senator Kerauver (continuing). The President, as a candidate, 
said that TVA would be operated at maximum efficiency and he was 
going to support the idea right on through, and then later on there 
was this “creeping socialism” statement. Do you remember when that 
date was? 

Mr. Hucues. No; I do not. 

Senator Krravuver. That this study went on between these two dates 
is true, is it not? 

Mr. Hucues. I can’t say without having it checked up. 

Senator Krerauver. Well, we will get the date. 

Mr. Keerre. The date was January 18, 1953. There was a passage 
in the budget message of January 21, 1953, with respect to substitu- 
tion of a private power for TVA power, was there not, Mr. Hughes? 

Mr. Hucues. Well, I was not here at that time, I don’t know. I 
know about the 1954, but I don’t know about the 1953. 

Senator Keravver. All right, go ahead. 

Mr. Kererre. In any event, by December 1953, a decision had been 
made, had it not—— 

Mr. Hucues. By when? 

Mr. Keerre. By December 24, 1953, as evidenced by your published 
chronology, a decision had been made that the power that the Atomic 
Energy Commission used would be bought from public utilities in- 
stead of from TVA. 

Mr. Hucues. That appeared in the President’s budget. 

Mr. Keerre. And that appeared in the President’s budget; and was 
that the subject of Mr. Wenzell’s study during the period of May to 
September 1953 ? 


Mr. Hucues. No, sir. The first time I knew about it was when it 
appeared in the draft of the President’s budget. 

Mr. Keerrre. During the period of May to September 1953—— 

Mr. Hueues. I was not working on that particular thing. 
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Mr. Keerre. During the period of May to September 1953 did you 
work with Mr. Wenzell with respect to these TVA power problems? 

Mr. Hueues. Only to receive his report and discuss with him in 
a general way questions of the presentation and points that he had 
up, something of that sort. 

Mr. Krerre. During that period of May to September, how often 
would you say you saw and talked with Mr. Wenzel] ? 

Mr. Hueues. May through September ? 

Mr. Kererre. May to September 1953. 

Mr. Hugues. I would not know; maybe once a week or something 
of that sort. 

Mr. Kererre. Do you know, Mr. Hughes, where the 

Mr. Hucues. When he was down here I would speak to him maybe 
once on a trip or something like that. 

Mr. Kerrre. But you did discuss his report before he submitted it 
in September ? 

Mr. Hugues. Yes, sir. 

Senator Kerauver. Mr. Hughes, you have said the first you knew 
about something is when you saw it in the President’s budget. Of 
course, the budget is delivered in January, but it is prepared way back 
in September or October before. 

Mr. Hucues. Well, the text is prepared in December, sir. 

Senator Kerauver. In December; and that is when you first saw it, 
is that correct ? 

Mr. Hucues. Yes, sir. 

Mr. Keerrre. Mr. Hughes, a decision was made in any event by the 
end of 1953 that the replacement power 

Mr. Hueues. That is right. 

Mr. Keerre (continuing). that would be obtained from private 
utilities, and not from TVA, that TVA would not build its steam 

lants. 
r Mr. Hueues. That they would not appropriate money for TVA 
to build steam plants. 

Now, somewhere in there was a decision to find this as a solution, 
that I don’t know about, because I was not in on it. 

Mr. Keerre. Well, on December 24, you wrote a letter to Strauss, 
the Atomic Energy Commission, telling him to go ahead and make 
those arrangements, did you not? 

Mr. Hueues. I don’t know. 

; Mr. Keerre. Well, it is in the published chronology ; take my word 
or it. 

Mr. Hucues. Somewhere in there. 

Mr. Keerre. Then we come into January 1954, and on January 14, 
1954, you telephoned Wenzell, did you not, and asked him to come to 
Washington ? 

Mr. Hueues. I don’t know the date, but I would have telephoned 
him to come down, yes. 

Mr. Keerre. On that particular date I notice from your chronology 
you had lunch with Strauss of the Atomic Energy Commission and 
Williams and McCandless were with you. I would like to know if 
you can tell me when you called Wenzell; was it before or after lunch, 
and was it before or after a discussion with Strauss? 
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Mr. Hucues. There is nothing that connects that in my mind with 
this luncheon. I don’t know whether it was before or after. I don’t 
even know the exact date at this present moment. 

Mr. Keerre. Why did you call Mr. Wenzell on the 14th of January 
or in January ? 

Mr. Hvueues. I would call him to get help on this question or these 
questions of fiscal and other technical details in connection with any- 
thing that was being talked about at that time. 

Mr. Keerre. What did you say to Wenzell and what did he say to 
you, to the best of your recollection ? 

Mr. Hueues. I have no recollection of it whatsoever. I don’t re- 
call now except that you say I made it, and I would have done it. I 
would have called him and asked him to come down; that is all. 

Mr. Keerre. Did you tell him that Dixon- Yates contract was in the 
offing, and you would like him to come down and help you on it? 

Mr. Hucues. No—well, I certainly have no recollection of it now, 
and I don’t think I did; no, sir. 

Mr. Keerre. In other words, and in any event, you don’t dispute 
that you did call him and he did come? 

Mr. Hucues. Well, if the record shows that, it is all right with me. 
I did call him some time in that area to come down, yes. 

Mr. Keerre. That is Mr. Wenzell’s testimony. 

Mr. HueuHes. Well, that would be correct. 

Senator Kerauver. I do not understand it. He had already made 
his report. He had already made his report in the fall. What did 
you call him to come back to do? 

Mr. Hueues. Because he was still, as far as I was concerned, sort 
of a consultant, inactive consultant, of the Budget Bureau, and we had 
nobody who knew the particular type of information that he was an 
expert on. 

Fenster Keravver. And that particular type had to do with utility 
financing and what was going to be done about the power matter and 
the Atomic Energy Commission ? 

Mr. HucHes. No. What he was doing related to what was the cost, 
what were the terms, how it could be done, 20 years, 30 years, any 
things of that nature. 

Senator Burier. In other words, he had nothing whatever to do 
with the policy itself? 

boo Hueues. The policy had been set long before he had ever heard 
about it. 

Senator Keravuver. So he came to work up the details of what led 
into the Dixon- Yates contract ? 

Mr. Hucues. No, he sat in and advised us, so far as I know, at no 
time on policy. His function was to check up on the statements that 
were being made with regard to whether this was feasible or whether 
this could be done, and so forth and so on. 

Senator Keravver. In connection with the Dixon- Yates contract? 

Mr. Huenes. Yes, at that time. 

Senator O’Manoney. What did he advise you? 

Mr. Huenes. I asked him questions. 

Senator O’Manonry. What questions did you ask him? 

Mr. Hucues. Well, I don’t recall now, but if they were going to— 
if they would put up some kind of 

Senator O’Manoney. Who do you mean by that? 
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Mr. Hucues. These people that we were talking with, Dixon and 
Yates people. They would make some kind of a proposal; our own 
people would come and say, “We had this question which was being 
discussed,” and our people—— 

Senator O’Manonry. These are very general terms “our people.” 
Who are “our people?” 

Mr. Hucues. The Budget Bureau or the Atomic Energy Commis- 
sion, because the Atomic Energy Commission, you will recall, were the 
ones that really worked out the detail. 

Senator O’Manoney. Then the committee is to understand when 
you refer to the people you are referring only to official personnel 
of the Budget Bureau or the Atomic Energy Commission ? 

Mr. Hueues. Or the ones that they were talking with in the Dixon- 
Yates—— 

Senator O’Manoneyr. Don’t you see it is very important for the 
committee to know with whom you were talking about the Dixon- 
Yates matter? 

Mr. Hvueues. I think it is all brought out here, Senator, all the 
meetings and the letters, and so forth. 

Senator O’Manoney. The reason I have asked you this question 
of your conferences with Mr. Wenzell is because you have repeatedly, 
in answer to counsel, indicated that much of this negotiation in which 
Wenzell participated took place before you became Director. 

Now, it is clear from your testimony that you called Wenzell in 
after you had become—— 

Mr. Hugues. I did not mean to given any such impression as that. 

Senator O’Manoney. Did you not call him in? 

Mr. Hucues. The policy was set. 

Senator O’Manoney. I am not talking about the policy. You 
called him in? 

Mr. Hucues. That is right. 

Senator O’Manonry. When you were Director of the Budget? 

Mr. Huceues. No; I was not Director. 

Senator O’Manonry. What was your position ? 

Mr. Hueues. Deputy Director. 

Senator O’Manoney. When you were Deputy Director; and after 
he had made his report you called him in? 

Mr. Hucues. That is right. 

Senator O’Manoney. All I am trying to find out is why did you call 
him in. What subject did you discuss? What questions did you ask 
him? What answers did he give? 

Mr. Hucues. Well, I can’t tell you all that. The substantive part 
of it is in here. 

Senator O’Manoney. Will you write it out for me and submit it 
to the committee? 

Senator Krrauver. Mr. Hughes, the substance, in part, is in that 
release you are talking about. Is that the release of the Budget 
Bureau you are talking about ? 

Mr. Huaues. Yes. 

Senator Keravuver. His name is not mentioned in here. 

Mr. Hucues. Well, he was not any more than one of the staff, that 
is all, as far as we were concerned. 

Senator Kreravuver. He was your expert on finance; was he not? 

Mr. Hucues. We had several other experts on different things. 
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Senator Kerauver. But you had him work up the preliminary mat- 
ters in the fall, general advice? 

Mr. Hucues. That had nothing to do with this, sir. 

Senator Keravver. And then you got him down 

Mr. Huecues. That had nothing to do with this. 

Senator O’Manoney. Mr. Chairman, may I just follow this a little 
bit ? 

Senator Keravuver. All right. 

Senator O’Manoney. You had called him down. I tried to sum- 
marize all of the subjects and the matters that would be under dis- 
cussion between you, and your answer was that you didn’t remember 
all of that. 

So now I want you to, if you will, give us two questions that you 
submitted to Mr. Wenzell when he came down in response to your call. 
Give me two things that you asked him to discuss with you and that 
justified your calling him in. 

Mr. Hucues. He would have to—he sat in, he sat in the discussions 
at a number of the conferences when we had a staff discussion of these 
various phases of the operation. 

Senator O’Manonry. Well, name one phase. 

Mr. Hueues. Proposal. 

Senator O’Manonry. Name one phase. 

Mr. Hueues. One particularly was the interest costs; that was one 
thing we wanted to get him in primarily. 

Senator O’Manoney. The interest costs on the bonds? 

Mr. Hueunes. That is right; what they could be financed for. 

Another thing was what kind of a percentage could be made against 
equity with bond financing; that we didn’t know anything about at all. 

Senator O’Manonery. Then you were aware of the fact that the 
equity in this deal was the capital of the generating company, 
$5,500,000 2 

Mr. Huenes. It had not reached that stage at that time, Senator. 

Senator O’Manoney. Well, that was the agreed-upon capital, was it 
not ? 

Mr. Huenes. Finally; yes. 

Senator O’Manonery. You were there when it was agreed upon, that 
the capital would be $5,500,000, and the debt $92,914,000 ? 

Mr. Hvuenes. Which is about 5 percent. The question was whether 
it should be 5 percent or 10 percent, or what the ratio should be to have 
the bonds the best marketable security. 

Senator O’Manoney. Well, were you and Wenzell in conference on 
the determination of the question of the disparity between equity and 
debt, $5.5 million 

Mr. Hueues. Along with many others. 

Senator O’Manonry. Well, I am trying to get it down to one; you 
are always trying to expand it to a number. 

Mr. Huaues. I am because that is a fact. 

Senator O’Manonry. If you could answer these one by one we 
would have a clear and understandable record. So please, sir, tell me: 
Were you and Wenzell in conference upon the determination that the 
debt of this company should be in excess of $92 million and its capital 
only five and a half million? 

Mr. Hueues. As individuals, no; as a part of a group, yes. 
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Senator O’Manoney. Then you were present and Wenzell was 
present when this disparity between debt and equity was determined ? 

Mr. Hugues. When it was discussed. I don’t know whether he was 
present when it was determined or not. 

Senator O’Manonry. Were you present when it was determined ? 

Mr. Hugues. Well, I received—put it this way: I received the 
offer. 

Senator O’Manoney. From whom did you receive the offer? 

Mr. Hucues. At least I received it, one, the Atomic Energy Com- 
mission received it, and we received it at the same time, and that 
offer was the question of the relation between them. 

Senator Oaaeaer. Did you receive it separately or distribu- 
tively ? 

Mr. Hueues. I think that was received separately, although I can- 
not be sure of that. 

Senator O’Manoney. Did you receive it individually or as part of 


a grou 0? 
{r. Hucues. There were other people present. 

Senator O’Manonery. Can you give us the names? 

Mr. Hueues. I guess Mr. McCandless was there, probably one of 
the other assistant directors. 

Senator O’Manoney. I understand that you are under a pressure 
of time. Let me ask you to give your time, after this meeting, your 
mind after this meeting, to the recollection of the exact number of 
persons and who they_were, who participated in this very important 
conference which finally determined what the equity would be and 
what the debt would be. 

Mr. Hucues. That was a written proposal, you know. 

Senator O’Manoney. But I understood from you that before the 
written proposal was made there were these discussions about what 
it should be. 

Mr. Hugues. Discussions 

Senator O’Manoney. That is what you said Wenzell discussed 
with you. 

Mr. Hueues. That is right; what we should be in a position to 
accept. 

Senator O’Manonry. That is right; but now, then, you must have 
had several different suggestions? 

Mr. Hueues. That is right. 

Senator O’Manoney. The interest rate as set forth in the bonds, 
the bond-purchase agreement, between the Metropolitan Life Insur- 
ance Co. and the Mississippi Valley Generating Co. is 354 percent 
on an issue of $92,914,000. 

Will you tell us what was the largest interest rate that was pro- 
posed and discussed, and what was the smallest, and how you finally 
came to settle upon 354, and whether Mr. Wenzell had any part in that? 

Mr. Hueuers. Well, we did not, of course, make the proposal, Sen- 
ator. The proposal was made to us. We consulted 

Senator O’Manonry. Again I remind you you have just told the 
committee that you and Mr. Wenzell and a group discussed this ques- 
tion of the interest rate, 

Mr. Hucues. We consulted among ourselves as to what it should be. 

Senator O’Manoney. All right. 
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Now, what were the variations; how did you come to decide upon 
35% interest ? 

Mr. Hucues. Well, that was the offer they made. We did our best 
to find out what was the proper rate that would be sound from all 
phases of this operation. 

Senator O’Manoney. And in your discussion 

Mr. Hucues. It would be in the area—it would not be very far 
away; it might be a quarter percent one way or the other. 

Senator O’Manoney. You started to say it would be in the area 
between, and then you changed it to say 

Mr. Hucues. It would be a quarter percent one way or the other, 
between 314 and 334, perhaps, something of that sort. 

Senator O’Manoney. Well, you had been comptroller of the First 
National Bank, had you not? 

Mr. Hueues. Yes, sir. 

Senator O’Manoney. And the First National Bank is one of the 
participants in this intercompany agreement, is it not? 

Mr. Hucues. No; National City Bank I was with, and they were 
not a participant. 

Senator O’Manoney. You were with the National City Bank? I 
understood your testimony 

Mr. Keerre. The First National Bank on April 1 became corporate 
mortgagor of the bond issue, did they not, Mr. Hughes? 

Mr. Hucues. That I don’t know. 

Mr. Keerre. I want to go back 

Senator Kerauver. Wait a minute. Did you understand the ques- 
tion, Mr. Hughes, that the First National Bank is now the corporate 
mortgagor of the bond issue? 

Mr. Huaues. I said that I don’t know; I heard some rumors, 

Mr. Keerre. On April 1 the indenture was written on the First 
National which is a merger of the First National and National City 
Bank, as corporate trustee under the bond indenture. 

Senator Keravuver. Is that the First National Bank of Boston or 
New York? 

Mr. Keerre. The First National Bank of New York, Senator, 
merged with the National City Bank, and I believe the correct name 
is 

Mr. Hucues. First National City. 

Mr. Keerre. That is the corporate trustee. 

Mr. Hueues. Of course, that isa matter of merger. So far as any- 
thing I know, we had nothing, no knowledge of it, before that. 

Mr. Keerre. I only said it to have the record straight. 

Mr. Hughes, before you called Wenzell, did you discuss it with 
Dodge or Strauss? 

Mr. Hucues. Well, I certainly discussed it with Dodge, because I 
would not act without his instructions. 

Mr. Keerre. I assume so, sir. 

Mr. Hucues. Whether it was discussed with Strauss or whether 
he discussed it with Strauss, I am not certain. 

Mr. Keerre. Was it your idea or his idea ? 

Mr. Hueues. I think it only came up in the fact that we had nobody 
in the Budget Bureau who was acquainted with these particular phases 
of the situation, and who could we call in to consult with us on that, 
and I am not sure whether he or I suggested it as a first suggestion. 
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Senator Kerauver. Mr. Hughes, if you had nobody in the Budget 
Bureau who was familiar with it, and this was a very important part 
of the whole contract, then your consultant on this vital issue was a 
man of substantial importance in the whole matter, was he not? 

Mr. Hucues. This was all preliminary, of course, you understand, 
Senator. 

Senator Keravuver. Well, this all happened after December 1953. 

Mr. Hueues. Yes, but before any final terms or agreement were ever 
thought of. 

Senator Kerauver. It all happened during the period of nego- 
tiation. 

Mr. Hvueunes. That is right. 

Senator Kerauver. And that period of negotiation is reported here 
in the chronological order, is it not? 

Mr. Huenes. That is right. 

Senator Keravuver. All right. 

Mr. Keerre. On January 14 you did call Wenzell. Now, is it 
not clear, Mr. Hughes, that you called him because he had worked 
with the Bureau of the Budget from May to September 1953 with 
respect to these power and TVA problems? 

Mr. Hucnes. Because he was the most expert one we knew who 
was at that time more or less connected with the Bureau of the 
Budget; that was the reason. 

Mr. Keerre. Well, he was an expert financier, let us say. 

Mr. Hueues. That is right. In that area. 

Mr. Keerre. Particularly versed in utilities, and he was as expertly 
versed from May to September 1953 as he was in January ? 

Mr. Hueues. That is correct. 

I may say I still have and continue to have a high regard for his 
ability and integrity, although I never knew him before. 

Mr. Keerre. Mr. Hughes, on January 18—I do not hold you to these 
dates—but after the 14th you called, and Mr. Wenzell came down, 
I believe, on the 19th or came down on the 18th; in any event, he was 
there on the 18th, and on the 18th of January he telephoned to New 
York and asked his assistant, Paul Miller, who is with First Boston 
Corp., to come to Washington. Do you know that? 

Mr. Hugues. I didn’t know anything about that. 

Mr. Kererre. Did you ever meet Mr. Miller? 

Mr. Hucues. Never met Mr. Miller; don’t know him. 

Mr. Keerre. Was it your suggestion that Mr. Wenzell call Mr. 
Miller? 

Mr. Huenes. Certainly not. 

Mr. Keerre. Did you ask Mr. Wenzell to call anyone to help him? 

Mr. Hueues. No. 

Mr. Kererre. That is something Wenzell did entirely on his own? 

Mr. Hucues. Well, if he did it, and it says in his testimony, I be- 
lieve the other day, somebody pointed out to me that he did, I didn’t 
know anything about it until that moment. 

Mr. Krerre. You know his testimony is that he acted under your 
direction ? 

Mr. Hucues. Well, there is a lapse of memory there if that is so; 
I certainly have no recollection, knowledge, or information as to that 
at this minute. 
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Mr. Keerrr. You have no recollection of Mr. Wenzeil discussing 
calling Mr. Miller before Mr. Miller was called ? 

Mr. Hueues. No. 

Mr. Kerrre. But you do not dispute that Mr. Miller came down to 
Washington in response to that call? 

Mr. Hucues. I don’t dispute it because it was in the record; I have 
no knowledge of it myself. 

Mr. Keerre. Mr. Miller had particular experience, did he not, with 
the OVEC financing at Portsmouth, Ohio? 

Mr. Hucues. That is news to me; I didn’t know it. 

Mr. Kerrrre. In any event, Mr. Hughes, after Mr. Miller—after Mr. 
Wenzell’s call on the 18th—Mr. Miller did come to Washington, and 
we have here—and I see you have this chronology in front of you— 
this very important conference of January 20, 1954. 

Mr. Hucues. Yes. 

Mr. Keerre. At that conference it indicates in your chronology that 
you said 
‘ Senator Krerauver. Let the chronology be placed in the record of 
January 20, 1954, and then ask him anything you want to about it. 

(The chronology referred to follows :) 





BUREAU OF THE BUDGET 


RECORD OF PROCEDURE AND DEVELOPMENT OF AEC POWER CONTRACT 


Set forth below in chronological order are the principal steps describing the 
participation of the Bureau of the Budget in this matter. 


December 2, 1953 


Mr. Joseph M. Dodge, Director of the Bureau of the Budget, met with Mr. 
Lewis L. Strauss, Chairman of the Atomic Energy Commission. Mr. Walter J. 
Williams, Deputy General Manager of the Atomic Energy Commission, and Mr. 
William F. McCandless, Assistant Director of the Bureau of the Budget for 
Budget Review, were also present. At this meeting the possibility of AEC pro- 
curing additional power from private sources for its Paducah plant was explored. 
The AEC representatives indicated that private procurement might be feasible 
but that discussions would be necessary with Mr. J. W. McAfee, President of 
Electric Energy, Inc., a private company supplying AEC with power at Paducah. 


December 15, 19538 


Mr. Williams sent to the Bureau of the Budget a copy of a letter from Mr. 
McAfee to AEC indicating the probability that arrangements could be made to 
supply the AEC’s Paducah installation with 500,000 (and possibly up to 600,000) 
kilowatts more of electric power than it was then scheduled to receive in 1957 
from private sources. (Copy attached to AEC record.) 


December 17, 1958 


Mr. Rowland R. Hughes, Deputy Director of the Bureau of the Budget, met 
with Mr. Gordon R. Clapp, Chairman of the Tennessee Valley Authority. Also 
in attendance were staff of TVA and the Bureau of the Budget. At two meet- 
ings on this day the 1955 budget allowances for TVA were discussed prior to the 
formal transmission of the budget allowances to the TVA. Mr. Clapp was ad- 
vised that the 1955 budget would not include funds for any new steam generating 
capacity but that arrangements were being made to reduce by the fall of 1957 
existing TVA commitments to the AEC by some 450,000 kilowatts, thus providing 
TVA with power for reasonable growth in industrial, municipal, and cooperative 
loads through calendar year 1957. At Mr. Clapp’s request it was agreed that an 
attempt would be made to relieve TVA of a minimum of 500,000 kilowatts and 
that this amount would be increased to 600,000 kilowatts if possible. 


December 18, 1953 


The Tennessee Valley Authority was advised formally by the Director of the 
Bureau of the Budget of its 1955 budget allowances. (Attachment B-1.) 
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December 24, 1953 

Acting Director of the Budget Hughes sent Mr. Strauss a letter advising AEC 
that the TVA budget for 1955 would be based upon the expectation that arrange- 
ments could be made to relieve TVA of from 500,000 to 600,000 kilowatts of AEC 
power requirements. The letter also indicated to AEC that it would be helpful 
if they would proceed with their negotiations with a view to reaching a firm 
agreement with private sources and asked that the Bureau of the Budget be 
kept currently informed with respect to these negotiations, inasmuch as it would 
be necessary to transmit to Congress a supplemental appropriation for TVA 
should it be impossible to work out satisfactory arrangements with non-Federal 
sources. (Attachment B-2.) 
December 29, 1953 


Director Dodge received a letter from Mr. Clapp dated December 24, 1953, 
commenting on the Director’s allowance letter of December 18, particularly with 
respect to TVA’s need for generating capacity and saying that TVA would hold 
its plans for additional units in a state of readiness awaiting the outcome of 
AEC’s explorations and negotiations for alternate power supply at Paducah. 
No reply was required to this letter. (Attachment B-3.) 

January 14, 1954 


Mr. Hughes conferred with Mr. Strauss at lunch in Mr. Strauss office. Mr. 
K. D. Nichols, the General Manager of the Atomic Energy Commission, Mr. 
Williams, and Mr. McCandless were present. There was discussion of the 
explorations AEC had made since Mr. Hughes’ letter of December 24, 1953. This 
discussion covered points made in a letter of January 7, 1954, to AEC from 
Mr. McAfee and the fact that a subsidiary of Middle South Utilities, Ine., had 
made a proposal to TVA sometime earlier to furnish TVA with 450,000 kilowatts 
of power at their interconnection with TVA near Memphis, Tennessee. AEC 
had received a copy of the letter making this proposal. It was concluded that 
AEC should explore the problem further with Mr. McAfee. (Copies of letters 
attached to AEC record.) 

January 20, 1954 


Mr. Hughes met with Mr. Williams, Mr. MeAfee, and Mr. Edgar H. Dixon, 
President of Middle South Utilities, Inc., and a business associate of Mr. McAfee. 
Staff members of both AEC and the Bureau of the Budget were present. This 
meeting followed a meeting earlier in the day between Messrs. McAfee and 
Dixon and the AEC staff. Mr. McAfee and Mr. Dixon pointed out the engineering 
and economic problems of placing another large block of power in the Paducah 
area and the advantages to the Government of considering other alternatives, 
including the possibility that AEC might contract for power in the Memphis 
area to replace power scheduled to be furnished AEC at Paducah by TVA. 
AEC was asked to make a further study of the problem with Mr. McAfee and 
Mr. Dixon. 


January 21, 1954 

The President sent to the Congress his Budget Message for fiscal year 1955, 
which included the paragraph on (p. M84) announcing the plan for AEC to 
relieve TVA of a part of the AEC load through procurement of power from 
private sources. 
February 3, 1954 


Mr. Hughes was visited by Mr. E. A. Yates, Chairman of the Board, The 
Southern Company, who expressed interest in the TVA power problem. Mr. 
Hughes referred Mr. Yates to the Atomic Energy Commission. 


February 20, 1954 


Mr. Hughes was called on by Mr. Yates who told Mr. Hughes that he would 
cooperate with Mr. Dixon in making a proposal to AEC, 


February 23, 1954 

Mr. McCandless attended a meeting of Mr. Dixon and Mr. Yates and sme 
of their associates with Mr. Nichols. Mr. Dixon and Mr. Yates reviewed with 
Mr. Nichols a draft letter which they were planning to send him pertaining to 
their proposal for furnishing power, to ascertain whether the letter contained 
sufficient information for AEC consideration. 
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March 3, 1954 

Mr. Dodge received a letter from Mr. Strauss dated March 3, transmitting 
the AEC analysis of a proposal submitted jointly by Messrs. Dixon and Yates, 
as sponsors, on behalf of. the Middle South Utilities, Inc., and The Southern 
Company, under a letter dated February 25, 1954. The Bureau of the Budget 
had previously been advised informally by AEC of the receipt of the proposal, 
and Bureau staff had parti@ipated in discussions with the sponsors’ representa- 
tives to get information on the proposal. (Copy of Jetter and proposal attached 
to AEC record.) 


March 8, 1954 


Mr. Dodge received from Mr. Clapp a letter dated March 1, 1954, advising the 
Bureau of a probable new AEC power requirement at Oak Ridge, and requesting 
a supplemental appropriation estimate to cover both the new requirement and 
the 500,000 kilowatt requirement previously referred to, the latter on a contingent 
basis. (Attachment B-4.) 


March 3, 1954 

Mr. Hughes and members of the Bureau of the Budget staff met with Mr. 
Clapp and Mr. Nichols, accompanied by staff of TVA and AEC. The general 
outlines of the proposal which AEC had received on February 25, 1954, were 
discussed, and it was agreed that AEC and TVA would proceed immediately 
to make a joint analysis of the problem not only from the standpoint of each 
agency, but also from the standpoint of the Government as a whole. The Bureau 
of the Budget was to be kept advised of the progress made on the analysis. It 
was also agreed that any further action with respect to the additional AEC 
power requirement mentioned in Mr. Clapp’s letter of March 1, 1954, would 
await the outcome of the joint AEC-TVA analysis. 


March 3-19, 1954 


A joint review of the proposal was made by staff of AEC and TVA, and Bureau 
of the Budget staff attended the meetings between the two agencies in which the 
review was made. As the review progressed, it appeared that the proposal prob- 
ably was not acceptable from the Government’s point of view and did not repre- 
sent the best proposal that a private group could be expected to advance. It 
also became apparent that in order to reach a definitive conclusion on the pro- 
posal the Bureau of the Budget required disinterested technical assistance of 
very high caliber. Arrangements were made for the loan to the Bureau of the 
Budget by the Federal Power Commission of the services of Mr. Francis L. 
Adams, Chief of the Bureau of Power, Federal Power Commission, as a technical 
consultant. 


March 20-24, 1954 
Mr. Adams made a preliminary independent analysis of the original proposal, 


using material developed in the AEC-TVA joint review and other material made 
available by the Budget Bureau staff. 
March 24, 1954 

Mr. Adams, Mr. McCandless, and other Bureau of the Budget staff met with 
Mr. Seal, of Ebasco Services, Inc., representing Messrs. Dixon and Yates. Mr. 
Adams stated the results of his analysis of the February 25 proposal and his 
conclusion that the figures used in the proposal were much higher than a reason- 
able estimate of costs to the sponsors, and asked Mr. Seal to develop basic esti- 
mates of the cost of constructing a plant and other facilities to provide the service 


contemplated in the proposal. Mr. Seal agreed to confer further with Messrs. 
Dixon and Yates. 


March 25, 1954 


Mr. Dodge received a letter dated March 23, 1954, from Mr. Clapp expressing 
concern about the problem of meeting increased power demands by AEC and 
the Air Force and suggesting early discussion of the problem with Mr. Dodge. 
(Attachment B-5.) 


March 26, 1954 


Mr. Adams and his assistant, Mr. Roberts, met with Mr. Kampmeier, Director 
of Power Utilization, TVA, Mr. Cook, of AEC, and other AEC and Bureau of 
the Budget staff to discuss the basis for TVA’s estimate of the cost of construct- 
=~ a steam plant at the Fulton site and the cost of producing power at such a 
plant. 
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April 1, 1954 


Mr. Adams met with Mr. Seal, who had prepared, as a basis for further discus- 
sion, a revised detailed cost estimate. 


April 2, 1954 


Mr. Hughes met with Mr. Adams, Mr. Roberts, and Mr. McCandless. Mr. 
Adams outlined generally the revised estimate, and after discussion it was agreed 
that he should continue his detailed analysis and have a rough outline of his 
conclusions ready for a meeting with Messrs. Dixon and Yates the next day. 


April 3, 1954 


Mr. Hughes, Mr. Adams, and Bureau staff met with Mr. Dixon and Mr. Yates. 
On the basis of Mr. Adams’ analysis it was agreed that the revised estimate was 
very much better than the original proposal of February 25, although it was 
understood that the figures required further refinement. Messrs. Dixon and 
Yates were advised that if they were able to make a new firm proposal close to 
the revised basic cost estimate it would seem from Budget Bureau viewpoint to 
deserve serious consideration. Messrs. Dixon and Yates said they would pro- 
ceed to outline a proposal for further discussion. 

April 5-6, 1954 

Mr. Adams and Mr. Roberts had further discussions with representatives of 
the Dixon-Yates group on technical aspects of the revised basic cost estimate and 
of a possible revised proposal based on that estimate. 

April 6, 1954 

Mr. Hughes met with Mr. Dixon and Mr. Yates, with Messrs. Adams, Roberts, 
and McCandless attending. The sponsors gave a general outline of a revised 
proposal which they were considering submitting. 

April 6, 1954 

Mr. Adams and Mr. Roberts, as consultants for the Bureau of the Budeet 
attended a meeting of Messrs. Dixon and Yates with Mr. Nichols and Mr. 
of the AEC. The sponsors presented a general outline of the terms of a revised 
proposal and indicated to Mr. Nichols they would have a revised proposal ready 
for consideration by April 10, 1954. 


April 7-8, 1954 

Messrs. Adams and Roberts conferred with AEC staff members and representa- 
tives of the Dixon-Yates group on technical aspects of the sponsors’ cost estimates. 
April 10, 1954 

Mr. Nichols, Mr. Cook, and others of the AEC staff met with Mr. Dixon and Mr. 
Yates and their technical and legal staff, with Mr. Adams and Mr. Roberts attend- 
ing as consultants for the Bureau of the Budget. At this meeting Messrs. Dixon 
and Yates withdrew the original proposal and presented a revised proposal predi- 
cated upon the revised basic cost estimates. In the course of a full day’s meeting 
all aspects of the revised proposal were reviewed and several modifications agreed 
to by the sponsors, which were incorporated in the proposal under date of April 
10, 1954. 
April 15, 1954 

The Atomic Energy Commission transmitted to the Bureau of the Budget the 
revised proposal submitted to the Commission by Messrs. Dixon and Yates o1 
April 10, 1954. (Copy of letter and proposal attached to AEC record.) 


April 16, 1954 


Mr. Hughes held a meeting attended by Mr. Clapp and Mr. Nichols and staff 
of TVA and AEC and the Bureau of the Budget. It was agreed that TVA and 
AEC should undertake a joint analysis of the revised proposal with Mr. Adams 
participating for the Bureau of the Budget. The analysis was initiated on the 
same day and continued through April 21, 1954. 

April 17, 1954 


Mr. Hughes received a letter dated April 16, 1954, from Dr. Henry D. Smyth 
and Mr. Eugene M. Zuckert, Members of the Atomic Energy Commission, express- 
ing their personal views with respect to the contemplated use of AEC’s contract- 


ing authority in connection with the Middle South-Southern proposal. (Attach- 
ment B-6.) 
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April 17, 1954 


Mr. Hughes received a letter dated April 17, 1954, from Mr. Nichols of AEC 
informing him that, in compliance with Mr. Hughes’ request, he had explained 
to Senator Saltonstall why. Mr. Nichols was not yet prepared to testify in con- 
nection with the TVA budget before the Independent Offices Subcommittee (of 
which Senator Saltonstall is Chairman) of the Senate Committee on Appropria- 
tions. Mr. Nichols enclosed a copy of his letter on the subject to Senator Salton- 
stall. (Attachments B-7 and B-8.) 

April 22, 1954 


Director Hughes met with Mr. Clapp and Mr. Nichols to discuss the results 
of the joint analysis made by staffs of the Bureau of the Budget, AEC, and TVA 
and to understand fully the TVA position so that it could be considered and 
presented to the President. This meeting brought out certain exceptions which 
TVA took to comparative cost figures agreed upon by Messrs. Adams and Roberts 
as consultants to the Bureau of the Budget and the AEC staff. 


April 24, 1954 


Mr. Hughes sent a memorandum to the President advising him that the Atomic 
Energy Commission had received a firm proposal from Middle South Utilities, 
Inc., and The Southern Company, which offered a practical way of carrying out 
the objectives stated in the Budget Message of relieving TVA of a part of the 
AEC load. The memorandum gave the President the results of the joint analysis 
by AEC, TVA, and the Bureau of the Budget, and carried the Director’s recom- 
mendation on the proposal. (Attachment B-9.) 

April 28, 1954 


Mr. Hughes received a telegram from Burch, Porter, and Johnson, a firm of 
attorneys in Memphis, advising him that they were authorized by responsible 
clients having ample financial resources and engineering experience to submit a 
proposal to AEC to furnish it power. The telegram stated that AEC had been 
notified and had been asked for an appointment for Gibbs and Hill, Inc., engineers 
for the clients. The White House was advised of the Burch telegram and further 
consideration of the Middle South-Southern proposal was delayed pending devel- 
opments as a result of the telegram. (Attachment B-10.) 

May 5, 1954 


Mr. Hughes was visited by Mr. Dixon and Mr. Paul O. Canaday, Vice President 
of Middle South Utilities, Inc., inquiring as to the status of their proposal. They 
were advised that the decision was being delayed to allow consideration of another 
proposal which might develop. They were aware of the Burch telegram, which 
had been made public. 

May 10, 1954 


Mr. Hughes sent a letter to Senator Saltonstall, in response to his request to 
be kept informed, advising him that no definite conclusion had yet been reached 
as to how the additional power load in the TVA area would be met, and that, 
if necessary, a supplemental estimate for TVA would be transmitted in time 
for inclusion in the final supplemental appropriation bill. (Attachment B-11.) 
May 17, 1954 


Mr. Hughes received a letter from Senator Saltonstall, dated May 14, 1954, 
asking that any supplemental estimate for TVA be submitted to the Congress 
not later than June 10, 1954, or, if no supplemental was to be required, that the 
Committee be advised of this fact and of the status of negotiations by this date. 
(Attachment B-12.) 

May 20, 1954 


Mr. Hughes acknowledged receipt of the April 16, 1954, letter from Com- 
missioners Smyth and Zuckert. (Attachment B-13.) 


May 27, 1954 


The Bureau of the Budget was advised by AEC that a proposal had been 
received dated May 26, 1954, from Mr. Burch’s clients, a group of investment 
bankers, attorneys, and financial consultants, headed by Mr. Walter von 'Tres- 
cckow. In the interest of time, the Bureau of the Budget agreed to have its 
consultant, Mr. Adams, participate in a preliminary analysis of the proposal and 
in a meeting with the von Tresckow group on June 8, 1954. 
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June 3, 1954 

A meeting was held by AEC staff with the von Tresckow group, with Mr. Adams 
in attendance, to receive the group’s proposal. 
June 4, 1954 


The von Tresckow proposal and information submitted at the meeting on June 
3 were discussed with Mr. Kampmeier of the TVA by the staff of AEC and 
Messrs. Adams and Roberts. 
June 10, 1954 


Mr. Hughes replied to Senator Saltonstall, in response to his request of May 
14, 1954, on the status of negotiations to supply AEC with power from private 
sources. (Attachment B-14.) 

June 11, 1954 


Mr. Hughes received a letter from Mr. Strauss dated June 10, 1954, trans- 
mitting AEC’s analysis of the von Tresckow proposal including cost comparisons 
with the Dixon Yates proposal and the TVA estimates. (Copy of the letter 
attached to AEC record.) 

June 14, 1954 


A comparative summary analysis of the Dixon-Yates proposal, the von 
Tresckow proposal, and estimated TVA costs was presented by Mr. Hughes and 
Mr. Strauss to the congressional leaders in conference with the President. The 
President stated that AEC would be instructed to proceed with negotiations 
under the Dixon-Yates proposal, looking to the signing of a definitive contract 
within the terms of the proposal. 

June 15, 1954 


Mr. Hughes presented to the President for his approval proposed letters to 
AEC and TVA advising these agencies of the President’s decision. (Attachment 
B-15.) 

June 16, 1954 


Letters approved by the President were sent to AEC and TVA by Mr. Hughes. 
A letter was also sent by Mr. Hughes to Senator Saltonstall, advising him of the 
decision. (Attachments B-16, B-17, and B-18.) 
June 16, 1954 


Mr. Hughes sent a letter to Mr. Harry H. Curtis, Vice Chairman of TVA, in 
reply to Mr. Clapp’s letters of March 1 and March 23. (Attachment B-19.) 


June 17-18, 1954 


The Joint Committee on Atomic Energy conducted hearings. On June 18, 1954, 
Mr. Adams as technical consultant to the Bureau of the Budget, testified before 
the Joint Committee with respect to the estimated comparative costs to the Gov- 
ernment for power supply under the Dixon-Yates proposal and proposed new 
TVA power facilities. (See JCAE Hearings on 8. 3323 and H. R. 8862, pp. 1077 
ff., pp. 1116 ff.) 

June 18—August 17, 1954 


The proposal was thoroughly discussed in the Congress, both before and dur- 
ing the debate on the amendments to the Atomic Energy Act. This discussion re- 
suited in the enactment of a provision in the Atomic Energy Act of 1954, which 
authorizes the Atomic Energy Commission to enter into contracts similar to that 
contemplated by the Dixon-Yates proposal, subject to the submission of such 
contracts to the Joint Committee on Atomic Energy. In accordance with this 
requirement, the AEC proposed contract with the Mississippi Valley Generating 
Company (the new company formed to carry out the contract) was submitted 
by AEC to the Joint Committee on Atomic Energy on August 18, 1954. 

July 6, 1954 


Mr. Hughes received a letter dated July 2, 1954, from Mr. Curtis, arising ob- 
jections to the instructions to TVA and AEC contained in the Bureau’s letters of 
June 16, and requesting reconsideration of the instructions. (Attachment B-20.) 
August 17, 1954 

Mr. Hughes received a letter from Mr. Nichols, dated August 16, 1954, request- 
ing Budget Bureau concurrence in AEC’s view that the proposed contract is in 
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compliance with the instructions of the President. (Copy of letter attached to 
AEC record.) 


August 18, 1954 
Mr. Hughes sent the following letters: (1) a reply to AEC’s letter of August 
16; (2) a letter to Chairman Cole of the Joint Committee on Atomic Energy; 


and (3) a letter to Mr. Curtis in response to his letter of July 2. (Attachments 
K-21, B-22, and B-23.) 


ATOMIC ENERGY COMMISSION 


SEQUENCE OF PRINCIPAL EVENTS IN CONNECTION WITH POWER SUPPLY FOR PADUCAH 
To REPLACE POWER Now BEING FURNISHED BY TVA 


December 2, 1953: Mr. L. L. Strauss and Walter J. Williams attended a meet- 
ing in the office of Mr. Dodge, Bureau of the Budget. Mr. Dodge and Mr. 
McCandless were present. Mr. Dodge asked if it would be feasible to have private 
industry bring generating capacity to replace the generating capacity now being 
furnished by TVA to the extent of 450,000 kilowatts by 1957. Mr. Williams 
indicated it might be feasible; that it would require discussions with Mr. McAfee 
to determine the interest of Electric Energy, Inc. It was agreed that Mr. 
Williams would call Mr. McAfee and discuss the matter with him. 

December 8, 1953: Mr. McAfee and Mr. Williams met in Mr. Williams’ office 
from 10 a.m. to 10:35 a.m. At this meeting Mr. McAfee was asked if Electric 
Bnergy, Inc., or some similar corporation which might be set up might be inter- 
ested in furnishing the AEC as much as 450,000 kilowatts of generating capacity 
by the middle of 1957. Mr. McAfee said there would have to be some discussion, 
as this would take considerable financing, but that he would make some contacts 
and be prepared to give a better idea of his interest. 

December 9, 1953: Mr. Williams informed the Chairman of the discussion with 
Mr. McAfee. 

December 9, 1953: Mr. Williams called Mr. McAfee and asked him to go ahead 
and make such contacts as necessary on the basis of the discussion between 
Mr. Williams and Mr. McAfee on December 8. 

December 11, 1953: Mr. Williams called Mr. McCandless and told him that 
Mr. McAfee had indicated an interest in the furnishing of 450,000 kilowatts 
generating capacity. 

December 14, 1953: Mr. Williams called Mr. Strauss and reported to him that 
Mr. McCandless had called and wanted to know where the proposal with Mr. 
McAfee stood. Mr. Williams told Mr. Strauss that he would like to request a 
letter from Mr. McAfee indicating his interest in the proposal. Mr. Strauss said 
that would be O. K. 

December 14, 1953: Mr. Williams called Mr. McAfee and asked if he would 
indicate his interest in furnishing 450,000 kilowatts generating capacity by writing 
a letter to the General Manager, Atomic Energy Commission, attention Mr. 
Williams. 

December 15, 1953: Letter from Mr. McAfee dated December 14, 1953, received. 
Mr. Williams sent a copy of the letter to Mr. McCandless (Attachment 1). 

December 15, 1953: Mr. Williams advised Mr. Strauss that the letter from 
Mr. McAfee had arrived. 

December 23, 1953: Mr. Williams, Mr. Nichols, and Mr. Strauss met with Mr. 
Dixon in Mr. Strauss’ office. At this meeting Mr. Dixon indicated he had made a 
proposal to TVA to furnish them with 450,000 kilowatts power to be delivered at 
their connection near Memphis, Tennessee. Mr. Dixon left a copy of the letter 
proposal to TVA (Attachment 2). 

December 23, 1953: Mr. Williams called Mr. McCandless and told him Mr. 
Dixon, President of Middle South Utilities, was in to see Mr. Strauss and had 
left a copy of a letter which Mr. Dixon’s company had written to TVA agreeing to 
furnish 450,000 kilowatts generating capacity to TVA. (Copy of letter attached, 
Attachment 2.) Note: Mississippi Power & Light Company is a subsidiary of 
Middle South Utilities, Inc. 

December 24, 1953: Mr. Williams sent Mr. McCandless a copy of the letter left 
by Mr. Dixon. 

January 4, 1954: Received a letter dated December 24 from Mr. Hughes, 
Acting Director, Bureau of the Budget, addressed to Mr. Strauss, indicating that 
it would be helpful if we would proceed with our negotiations with a view to 
reaching firm agreement with private interests to supply AEC with an additional 
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500,000 to 600,000 kilowatts of generating capacity not later than the fall of 1957. 
(Copy of letter attached, Attachment 3.) 

January 7, 1954: Mr. Williams received a letter from Mr. McAfee indicating 
other alternatives for the furnishing of the power in question. (Copy of letter 
attached, Attachment 4.) 

January 14, 1954: Mr. Williams and Mr. Nichols attended lunch in Mr. Strauss’ 
office with Mr. McCandless and Mr. Hughes of the Bureau of the Budget at which 
time the matter of furnishing power was discussed, including the two letters 
from Mr. McAfee and the letter from Mr. Dixon. Mr. Nichols pointed out to Mr. 
McCandless and Mr. Hughes that if we purchased more power from private 
utilities in lieu of TVA power presently under firm contract that it would cost 
the AEC more per kilowatt and would not be as certain a supply due to possible 
delays in construction and location of reserve power, etc. Further that Mr. 
McAfee was not eager to enter into such a contract, that from an engineering 
point of view the proper location for the new power should be near Memphis 
where it is needed, and that it might be better for either Memphis or TVA to 
make a power contract with private utilities along the lines suggested by Mr. 
Dixon and Mr. McAfee. It was requested that we pursue the matter further 
with Mr. McAfee. 

January 14, 1954: Mr. Williams called Mr. McAfee and told him of the meet- 
ing with Mr. McCandless and Mr. Hughes and suggested Mr. McAfee attend a 
meeting in Mr. Strauss’ office on Wednesday, January 20. This date was con- 
firmed later. 

January 20, 1954: Mr. McAfee, Mr. Dixon, Mr. Williams, Mr. Cook, and Mr. 
Sapirie met in Mr. Strauss’ office at 3 o’clock. Mr. McAfee and Mr. Dixon made 
it quite clear to the Chairman that they were ready and willing to do anything 
possible without regard to profit to help with the problem of furnishing the 
power. However, Mr. McAfee and Mr. Dixon wanted to take this opportunity 
to express their concern over the method of providing the power in question. 
They thought that it would be much better to have TVA and a private utility 
make direct arrangements for the supply of power than to bring an additional 
large block of generating capacity into the Paducah-Joppa area where it would 
be difficult to dispose of in the case AEC requirement was ever materially reduced. 

January 20, 1954: At 4:30 Mr. McKenzie, Mr. Cook, Mr. Williams, Mr. McAfee, 
Mr. Dixon, and Mr. McCandless met in Mr. Hughes’ office, at the Bureau of the 
Budget to discuss this question. Mr. Dixon and Mr. McAfee reiterated their 
desire to be of assistance and to do everything within their power to help in the 
solution of the problem. However, they again voiced their concern as to the 
method which was being proposed. They indicated that the production of this 
large block of power in the Paducah-Joppa area would be geographically unsuit- 
able for future distribution and use in case the AEC load materially decreased. 
They indicated that Mr. Dixon’s Middle South Utilities System was ready at 
any time, and had made proposals to TVA on this matter, to furnish 450,000 
kilowatts to the Memphis Area at whatever cost the FPC deemed fair. They 
pointed out that a plant located in the Paducah-Joppa area would require ad- 
ditional transmission lines for both TVA and the private utilities and this would 
add additional cost. This is true because if the AEC released 450,000 to 600,000 
kilowatts of load at Paducah permitting TVA to use this capacity for their 
system it would require building of additional transmission since they (McAfee 
and Dixon) understood their present distribution system was loaded to capacity. 
In addition, the private utilities in order to protect themselves, in case of 
cancellation, would have to construct long, expensive transmission lines to get 
the power out of the area to the locations where it could be used. The price of 
the power to the ultimate user would of necessity be increased because of the 
line losses incurred in the long transmission lines. It was finally decided that 
Mr. Dixon would prepare a study of all cost factors pertaining to the construc- 
tion by his Company of a powerplant of 450,000 to 600,000 kilowatts across the 
river from Memphis in his territory. It was also indicated that consideration 
should be given to a plan whereby the private utility companies might purchase 
the Shawnee plant outright and furnish power to the AEC. Mr. Hughes indicated 
that probably the AEC could contract for the construction of a plant in the 
Memphis area but Mr. Afee and Mr. Dixon questioned this way of going 
about the problem. The meeting ended with the understanding that there would 
be further study of this problem and that discussions would be had at a later 
date. 

January 28, 1954: The Chairman informed the General Manager that in 
discussion with the BOB he had indicated that exploration for additional power 











36 POWER POLICY 


cannot proceed indefinitely, that in the very near future a decision should be 
reached on the course to follow on the power requirement. 

February 3, 1954: Mr. Eugene A. Yates, Chairman of the Board, The Southern 
Company, and his consultant, Mr. Edward Falck, of Washington, met with the 
General Manager and Mr. Mackenzie. Mr. Yates informed us that he had had a 
conference with Mr. Hughes of the BOB and Mr. Hughes had asked him to discuss 
the matter of TVA’s need for power with the General Manager. Mr. Nichols 
explained to Mr. Yates that we had a firm power contract with the TVA and 
that we were exploring the matter at the request of the BOB. Mr. Nichols in- 
formed him about conversations with Mr. Dixon and Mr. McAfee and Mr. Yates 
indicated that he was generally familiar with these conversations. During the 
course of the discussion Mr. Yates indicated that they were proposing to build 
a plant near the southwest corner of the TVA system in the near future and, 
furthermore, that they could make available to TVA immediately 100,000 to 
200,000 kilowatts in this general area. Mr. Nichols suggested to Mr. Yates that 
he might do the same thing that Mr. Dixon had done, i. e, make an offer in 
writing to the TVA to furnish this additional power under contract to TVA and 
also to contract for furnishing additional power from the new plant they are 
considering. Further, Mr. Yates indicated he was planning to visit Mr. Clapp 
of TVA and would make this information concerning availability of power known 
to him. 

February 10, 1954: Received copy of letter which Mr. Yates, the Southern Com- 
pany, sent to Mr. Clapp. (Copy attached, Attachment 5.) 

February 19, 1954: Mr. Ralph E. Moody, Executive Vice President of Union 
Electric Co. of Missouri, called Mr. Williams. Mr. Dixon had outlined to him a 
scheme for a plant at West Memphis but he told Mr. Dixon he doesn’t care to go 
in on such a proposition unless we tell him he should since the plant weuld be 
located too distant from their present service area. 

February 20, 1954: At request of Mr. Hughes, BOB, Mr. Nichols saw Mr. Eugene 
A. Yates, the Southern Company. Mr. Yates said he would cooperate with Mr. 
Dixon in his proposal and that he had so informed Mr. Hughes. He also indi- 
cated his willingness to sell TVA power directly in their own area. 

February 23, 1954: Mr. Dixon, Mr. Yates, and Mr. McCandless, BOB, in. Mr. 
Dixon showed Mr. Nichols a letter which he was planning to send us pertaining 
to his proposal for furnishing power. It is essentially the same as he discussed 
originally. 

February 25, 1954: Received proposal from Middle South Utilities, Inc., and The 
Southern Company (Attachment 6). 

March 3, 1954: Meetng between AEC representatives and the Bureau of the 
Budget to discuss the proposal. 

Sent letter to Bureau of the Budget commenting on proposal (Attachment 7). 

March 26, 1954: Meeting with Bureau of the Budget, FPC as consultants to 
BOB, TVA and AEC to discuss comparison of proposal for 650,000-kilowatt 
station versus Dixon-Yates proposal. 

April 6, 1954: Mr. Nichols met with Messrs. Dixon, Yates, Cook, Adams, and 
Roberts, staff members of FPC as consultants to BOB, to discuss revised proposal. 

April 7 and 8, 1954: AEC staff conferred with representative of the Dixon- 
Yates group and Mr. Adams and Mr. Roberts, staff members of FPC as con- 
sultants to BOB, on the technical phases of cost estimates and various contract 
provisions. 

April 10, 1954: Meeting with Dixon-Yates group, Mr. Nichols and FPC, con- 
sultants to BOB, to discuss revised proposal. 

April 12, 1954: Received revised proposal dated April 10 from Dixon-Yates 
group (Attachment 8). 

April 14, 1954: Commission approved letter to Bureau of the Budget analyzing 
the proposal. 

April 15, 1954: Letter submitted to Bureau of the Budget (Attachment 9). 

April 16, 1954: Mr. Nichols and Mr. Cook attended meeting in Mr. Hughes’ 
office attended by Mr. Clapp, TVA, and staff of TVA and Bob. It was agreed 
that a joint analysis of the revised proposal in comparison to costs to the Govern- 
ment of TVA plant would be made by TVA—AEC and Mr. Adams, FPC con- 
sultant to BOB, participating. 

April 16, 1954: Commissioners Smyth and Zuckert, AEC, sent a letter to Mr. 
Hughes, Bureau of the Budget, commenting on the proposal submitted by Dixon- 
Yates (Attachment 9A). 

April 17, 1954: Mr. Nichols of AEC sent a letter dated April 17 to Mr. Hughes, 
Bureau of the Budget, informing him that in compliance with Mr. Hughes’ request 
he had explained to Senator Saltonstall why Mr. Nichols was not yet prepared 
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to testify in connection with the TVA budget before the Independent Offices Sub- 
committee (Attachment 9B). 

April 22, 1954: Mr. Nichols met with Director Hughes of the BOB and Mr. 
Clapp of TVA to discuss the results of the joint analysis made by the staffs of 
the Bureau of the Budget, the Atomic Energy Commission, and the Tennessee 
Valley Authority and to understand fully the TVA position. This meeting 
brought out certain exceptions which TVA took to comparative cost figures 
agreed upon by Messrs. Adams and Roberts, as consultants to the Bureau of 
the Budget, and the AEC staff. 

April 28, 1954: Telegram to Mr. Nichols or Mr. Strauss from Burch, Porter & 
Johnson stating they desire to submit proposal and Gibbs and Hill, Inc., would 
contact AEC for appointment (Attachment 10). 

May 5, 1954: Teletype Cook to Burch stating AEC would meet with group 
on May 11 and asked for names of individuals and affiliation of those who would 
be attending meeting (Attachment 11). 

May 6, 1954: Teletype Nichols to Burch stating the President of Gibbs and 
Hill had advised that their firm was not connected with proposal; that meeting 
of May 11 was cancelled; that we would be unable to consider setting another 
meeting until we had received the names of firms which were being represented 
(Attachment 12). 

May 13, 1954: Telegram Burch to Nichols stating group listed desired to enter 
into negotiations for construction of the steam plant and wire listed 6 individuals 
and one firm (Attachment 15). 

May 27, 1954: Received proposal dated May 26 from von Treskow. Proposal 
was submitted for group of 6 individuals and one firm (Attachment 14). 

June 3, 1954: Meeting with von Treskow group. Representatives of Bureau 
of the Budget also in attendance. 

June 4, 1954: Meeting with Kampmeier of TVA to discuss information sub- 
mitted in proposals from von Treskow group at meeting on June 3, as amended 
by letter of June 2. 

June 9, 1954: Commission approved draft letter to Bureau of the Budget 
analyzing the von Treskow proposal. 

June 10, 1954: Letter forwarded to the Bureau of the Budget (Attachment 15). 

June 17, 1954: Received letter from Mr. Hughes dated June 16, 1954, trans- 
mitting instructions from President and requesting we proceed with negotia- 
tions (Attachment 16). 

June 17-18, 1954: Joint Committee on Atomic Energy Hearings. See JCAEB 
Hearing on §S. 3323 and H. R. 8862, to amend the Atomic Energy Act of 1946. 
The issues with respect to the plan as it concerned AEC were discussed during 
the course of the hearings by various members of the Commission as well as 
letters from the BOB to AEC, TVA, and Senator Saltonstall. In addition, all 
other aspects were covered. 

June 22, 1954: Memo from Mr. Nichols to Commission concerning plans to 
authorize definitive contract negotiations (Attachment 17). 

June 30, 1954: Commission authorized the General Manager to proceed with 
negotiations—contract to be referred back to Commission prior to execution. 

June 30, 1954: Letter from Chairman, AEC, to Vice Chairman, TVA, indi- 
cating desire to initiate discussions concerning contractual, operational, and 
administrative arrangements between TVA and AEC (Attachment 18). 

June 30, 1954: Letter to Dixon-Yates advising that AEC was prepared to enter 
into negotiations leading to a definitive contract (Attachment 19). 

July 7, 16-17, 22-23, 29-30, August 4-7, 11, 1954: Negotiations with sponsors 
resulting in proposed contract in essentially final form. During this period 
various proofs were discussed with BOB. 

July 9, 1954: Letter from Vice Chairman, TVA to Chairman, AEC, stating 
they have asked BOB to reconsider the question of accepting the Dixon-Yates 
proposal and enclosed copy of letter to Hughes dated July 2 (Attachment 20). 

July 15, 1954: Letter from Cook, AEC, to Lucius E. Burch advising of non- 
acceptance of his proposal by the AEC (Attachment 21). 

August 2 and 11, 1954: Meetings with FPC staff to discuss their reviews and 
comments on proofs of proposed contract. 

August 12, 1954: Memorandum Mr. Nichols to Chairman, AEC, recommending 
approval of transmittal of the proposed contract to JCAE (Attachment 22). 

August 12, 1954: Approval of Commission for General Manager to transmit 
proposed contract to JCAR. 

August 16, 1954: Letter from Mr. Nichols to Bureau of Budget transmitting 
contracts for their review and concurrence (Attachment 23). 
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August 16, 1954: Senate passed AKC Bill. 

August 17, 1954: House passed AEC Bill. 

August 18, 1954: Letter from Mr. Nichols to JCAE transmitting copies of the 
proposed contracts. 


DATA ON NAMES MENTIONED IN CHRONOLOGY 


Mr. L. L. Strauss, Chairman, Atomic Energy Commission 

Mr. H. D. Smyth, Commissioner, Atomic Energy Commission 

Mr. E. M. Zuckert, Former Commissioner, Atomic Energy Commission 

Mr. K. D. Nichols, General Manager, Atomic Energy Commission 

Mr. Walter Williams, then Deputy General Manager, Atomic Energy Commis- 
sion; now Vice President, Taconite Contracting Corporation, Duluth, Minn. 
(subsidiary of Erie Mining Co., Cleveland, Ohio) 

Mr. R. W. Cook, Assistant General Manager for Manufacturing, Atomic Energy 
Commission 

Mr. 8S. R. Sapirie, Manager, Oak Ridge Operations, Atomic Energy Commission 

Mr. John Mackenzie, Assistant to Chairman Strauss, Atomic Energy Commission 

Mr. J. W. McAfee, President, Union Electric Company of Missouri, St. Louis, Mo. ; 
President, Electric Energy, Inc., for Joppa Plant serving AEC at Paducah 

Mr. Ralph E. Moody, Executive Vice President, Union Electric Company of 
Missouri 

Mr. Edgar H. Dixon, President, Middle South Utilities, Inc., 2 Rector Street, 
New York 6, N. Y. 

Mr. Eugene A. Yates, Chairman of the Board, The Southern Company, 600 North 
18th Street, Birmingham, Ala. 

Mr. Edward H. Falck, Consultant to Mr. Yates, Washington, D. C. 

Mr. Joseph M. Dodge, Previous Director, Bureau of the Budget 

Mr. Rowland R. Hughes, President Director, Bureau of the Budget 

Mr. W. F. McCandless, Assistant Director for Budget Review, Bureau of the 
Budget 

Mr. Gordon Clapp, Previous Chairman, TVA, Knoxville, Tenn. 

Mr. G. O. Wessenauer, Manager of Power, TVA, Chattanooga, Tenn. 

Mr. R. A. Kampmeier, Director of Power Utilization, TVA, Chattanooga, Tenn. 

Mr. Walter H. von Treskow, Financial and Economic Consultant, 400 East 52d 
Street, New York, N. Y. 

Mr. Lucius E. Burch, Attorney, Burch, Porter & Johnson, 1006 Exchange Building, 
Memphis, Tenn. 

Mr. Francis L. Adams, Director of Power Division, Federal Power Commission 
(acting as consultant to BOB on this contract) 

Mr. Harold Roberts, Assistant to Mr. Adams, FPC 


Mr. Keerre. At that conference of January 20, was Mr. Wenzell 
present, Mr. Hughes? 

Mr. Hueues. I can’t tell now. I imagine he might have been. 

Mr. Kererre. His testimony is that he was. 

Mr. Hucues. Then I would say—because there was a large meet- 
ing, there was a large number of the staff there. 

Mr. Keerre. In fact, there were 2 meetings there that day, were 
there not, Mr. Hughes, as the chronology indicates—a meeting at 
3 p. m. of the Atomic Energy Commission, and a later meeting at 
4:30 at the Bureau of the Budget in your office? 

Mr. Hucues. I was not at the Atomic Energy, I am sure; I don’t 
recall that. 

Mr. Keerre. Well, you do not dispute the chronological state- 
ments 

Mr. Hueues. Oh, no. 

Mr. Keerre (continuing). Of the Atomic Energy Commission? 

Mr. Huenes. Oh, no. 

Mr. Krerre. And your Bureau? 

Mr. Hueues. That is right. 

Mr. Keerre. Why, in making up this chronology—was Paul Miller 
at either one of those conferences? 
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Mr. Huaues. I can’t tell you. 

Mr. Keerre. That is, did he come to Washington for that very 
important conference of January 20? 

Mr. Hueues. I can’t tell you. To my mind I can’t recall Paul 
Miller, if that is his name. 1 don’t recall him and I don’t know any- 
thing partic ularly about him. 

Mr. Keerre. Would you dispute his testimony that he was at both 
conferences with Mr. Wenzell, Mr. Hughes? 

Mr. Hucnes. I will have to check on that; I have no recollection 
of it myself. 

Senator Krerauver. Mr. Hughes, these were highly private con- 
ferences, were they not? I mean they were not public gatherings? 

Mr. Hvuaues. No, sir. 

Senator Kreravuver. Mr. Miller says he was there, Mr. Wenzell says 
they were there; how did they introduce them to you? You certainly 
meet the people who were there, did you not? 

Mr. Hucnes. I would think so. 

Senator Krerauver. You would not let a lot of people into your 
office unless you knew who they were, would you ? 

Mr. Huenes. I don’t follow that practice; no, sir. 

Senator Kerauver. Particularly something that had to be more 
or less confidential like this. 

How did you let Mr. Miller come in, if you did not know him? 

Mr. Hucues. Well, if he was there I must have known him at the 
time, at least he must have been introduced to me as an associate of 
Mr. Wenzell’s or something, but I don’t place any such name or any- 
thing about him at this time. 

What was his title? What was his position ? 

Senator Krrauver. Well, he was the man who worked up the—he 
und Mr. Wenzell together, the interest of the First Boston into this 
transaction that you got the Government into, that you entered into 
for the Government. 


Mr. Hucues. That is outside of my field of knowledge, sir. 

Mr. Keerre. Can you tell us, Mr. Hughes, why Mr. Miller and Mr. 
Wenzell were not listed in this chronology that was made public 
by your Bureau and by the Atomic Energy Commission ? 

Mr. Hvenes. I don’t know why Mr. Miller, because as I say, I am 
not at this moment aware of his ee and presence—but Mr. 


Wenzell, along with the other members of the staff who were there 
strictly in a tec chnical advi isory position, were not listed. 

Mr. Krerre. Was the omission of Miller and Wenzell intentional ? 

Mr. Hucues. Not any more than all the other names that are not 
listed. 

Mr. Kererre. Who prepared this chronology, Mr. Hughes? 

Mr. Hueues. The staff of the Budget Bureau. 

Mr. Keerre. Can you give me their names? Under whose direc- 
tion did you turn this job over? 

Mr. Hueues. I will take the responsibility because I approved it all. 

Mr. Keerre. Well, who prepared it that is employed by you, worked 
on it? 

Mr. Hueues. It would be under Mr. McCandless’ direction, general 
direction. 

Mr. Keerrrr. What are the names of the other subordinate employees 
who worked there? 
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Mr. Hugues. I don’t recall at this point. 

Mr. Krerrr. Were there any earlier drafts of this chronology be- 
fore you made this public? 

Mr. Hucues. I imagine there might have been. I imagine there 
were corrections and changes as different people looked it over. 

Mr. Keere. Can I look at those drafts tomorrow ? 

Mr. Hueues. I don’t know whether we have them, sir. 

Mr. Kererre. Do you think they have been destroyed ¢ 

Mr. Hucues. to my knowledge. 

Mr. Keerrr. I observe that it is a singular coincidence that the 
chronology of the Atomic Energy Commission dovetails with yours 

in this that in neither ¢ hronology is there any mention of First Boston 

Corp., of Paul Miller or of Adolphe Wenzell. Task you, Mr. Hughes, 
have you any explanation for that, because they attended the meet- 
ings at the Atomic Energy Commission as well as they did at the 
Bureau of the Budget ? 

Mr. Hucues. As far as we were concerned in our action on it any- 
way, the First Boston had no function in that particular situation. 

Adolphe Wenzell was an adviser of the Budget Bureau, so far as 
we were concerned; he was an expert on the staff the same as the other 
people. 

Mr. Keerre. Is it not a singular coincidence when you prepare a 
chronology that purports to state what people were present at impor- 
tant meetings of this kind that there should be dropped from the list 
three people such as Adolphe Wenzell, and Paul Miller, and the First 
Boston Corp. ? 

Senator Burier. It never has been testified they were ever on the 
list. 

Mr. Hugues. As far as I am concerned, Miller is an unknown party 
to me. 

Senator Keravuver. Let me see now, Mr. Hughes, don’t you think it 
is a matter of great public importance—and we want to get all the 
facts out here—of great public importance, that the man who advised 
you on financing, whom you call in as an expert, and the Government 
paid, working for the Government under you, and he later wound up 
as getting his company, the First Boston, and his corporation as the 
fiscal agent for this big financial deal? 

Mr. Hvucues. Did he do that? 

Senator Kreravuver. Isn’t the First Boston Corp. the financial- 

Mr. Hucues. Not that [know of. I don’t think they have anything 
to do with it. 

Senator Kerauver. You do not think they have anything to do with 
Dixon- Yates? 

Mr. Hucues. I don’t think so; no. 

Senator Keravver. Didn’t they arrange the financing with Metro- 
politan ? 

Mr. Hucues. I don’t know who arranged the financing with Metro- 
politan or any of the dealings; that is their business, not ours. I 
didn’t go into that. 

Senator Krrauver. Well, isn’t it a matter of great importance that 
an employee of yours was able to get the financial arrangement for 
his own company, First Boston ? 

Mr. Hueues. If he arranged it and there was anything about it, 
I don’t know about it, sir. 
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Senator Kerauver. It would seem to me that would be all the more 
reason why you would want to get their names in here so as to let the 
people know all the facts about it. 

Mr. Hucues. If I had known you were going to be so interested in 
it I would have put the names in, I assure you. [Laughter.] 

Senator Krrauver. Not only am I interested, but the people who— 
it is a matter of tremendous importance, and you are attempting here 
in one-hundred-and-seventy-odd pages to give all the facts, but you 
left out the very important fact that your employ ee, who advised about 
financing, finally wound up getting the job of the financial agent for 
his company. 

Mr. Hucues. In the first place, I didn’t know any such things to 
be the case. If it is so, I would look into it. I would doubt it at 
the present moment; and, secondly 

Senator Kerauver. You have been acquainted with this thing all 
through, and you did not know First Boston was the financial agent ‘ 

Mr. Hugues. I don’t believe they are, but maybe they are, I don’t 
know. I would have to check it up. That is not our part of the job. 

Senator Kerauver. Don’t you think that is awfully important / 

Mr. Hueues. No, I don’t think it is particularly a matter that we 
were working on. We were not approving who was in the deal or who 
was party to it or anything else. 

Senator Kerauver. You mean you do not care if your employee 
turns out to be the financial agent? 

Mr. Huaues. I would care 

Senator Kerauver. Why were you—— 

Mr. Hueues. But it did not turn up, so far as I was concerned. 

Senator Kerauver. Why are you so unconcerned now, Mr. Hughes? 

Mr. Hucues. I still don’t believe it, sir; I have to check it u 

Senator Kerauver. Well, you read Senator Lister Hill’s speec h in 
February ? 

Mr. Hueues. I was told it was not true. [Laughter.] 

Senator Krravuver. We will get to that later. 1 think there has been 
anything but sincerity in giving any information to a distinguished 
Member of the Senate, Senator Hill. 

You read his speech, did you not, Mr. Hughes? 

Mr. Hucues. I read it at the time. 

Senator Kerauver. Did you get concerned about it and see whether 
the First Boston was the financial agent or not after February 18, 
the day of this speech, February 18, 1955? Have you busied yourself 
to see whether this matter that was carried in the headlines of all the 
papers about the duplicity of one of your employees serving two mas- 
ters, whether that was true or not? 

Mr. Hueunes. I looked at it at the time, but I feel confident in the 
man, and I used him not on that basis at all, sir. 

Senator Kerauver. You mean you were not excited about this 
charge, Mr. Hughes? You were not concerned about it? 

Mr. Hucues “Naturally, you are concerned about it. 

Senator Kerauver. What inv estigation did you make to see whether 
it was true or not? 

Mr. Hucues. I think I asked some questions and found out it was 
not true; but at the moment I don’t recall. 

Senator Krrauver. You don’t. And you say now you do not know ? 

Mr. Hvueues. Do you know what? 
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Senator Kerauver. Whether the First Boston Corp. is the financial 
agent? 

Mr. Hueues. I don’t believe it is; but I don’t know. 

Senator Kerauver. Well, have you checked to make sure about it? 

Mr. Hucues. No; but I will check to make sure. 

Senator Kerauver. And you mean, after this speech of Senator 
Hill’s, you took the matter that casually? Was not Senator Hill’s 
speech what caused you to write this second letter amending your 
first letter ? 

Mr. Hueues. I don’t think it was this speech. 

Senator Kerauver. What was it? 

Mr. Hucues. There was some discussion about the—when I came 
back and found out that they had continued to check the records and 
found a few more cases, and so we then completed the record at that 
time, listing a few more cases where Mr. Wenzell had been down. 

Senator Keravuver. All right. You had something, Mr. Keeffe? 

Mr. Keerre. I wanted to read to Mr. Hughes the testimony of Mr. 
Miller before the SEC. Mr. Miller said he was at the meeting of Jan- 
uary 20, and he was asked this question: 

Were you present as an official or consultant to any agency of the United 
States Government? 

Answer. No. 

At the same hearing he was also asked after it had been brought 
out, Mr. Hughes that First Boston was agent for Dixon-Yates on 
this financing: 

Question. Had you anticipated prior to that time that First Boston Corp. would 
get the business? 

Answer— 


Mr. Miller— 
I certainly had personally hoped so. 


Senator O’Manoney. Mr. Chairman—— 

Senator Keravuver. Senator O’Mahoney. 

Senator O’Manoney. Mr. Hughes, in responding to the chairman’s 
question a moment ago, if I understood you correctly, you said you 
did not discuss the financing of this transaction with Mr. Wenzell. 

Mr. Hueues. The financing of the Dixon-Yates? Yes, sir; we 
discussed the terms of the operation. We did not discuss who should 
do it or anything of that kind. 

Senator O’M4nHoney. You discussed the interest rates? 

Mr. Hueues. Yes, sir; and the terms, the period and what kind of 
protective clauses would have to be in the document to make it mar- 
ketable, and so forth and so on. 

Senator O’Manoney. And, having discussed that with Mr. Wenzell, 
did you have any deciding part in fixing the interest rate? 

Mr. Hucues. No; that was not done at that time, sir. That was 
done subsequently, when we found it coming to a position of 
crystallization. 

We brought in Mr. Adams, who was one of the senior members of 
the FPC, and had him as the consultant of the Bureau of the Budget. 
1 think that was about April 1954, and from then on he was our 
expert in this field. 

Senator O’Manoney. Then in April 1954 that was when the erys- 
tallization took place? 





POWER POLICY 43 


Mr. Hueues. Yes. We had then a specific offer which was con- 
sidered and discussed, and eventually approved, with modifications, 
and so forth. 

Senator O’Manoney. From whom did you get that offer? 

Mr. Hugues. From the Dixon- Yates people. 

Senator O’MAHoney. Were any of the other parties mentioned at 
the time? 

Mr. Hueues. No, sir. What other parties, sir? 

Senator O’MAanoney. Well, the parties who put up the money. 

Mr. Hucues. No. 

Senator O’MAnoneEy. Which was to be borrowed. 

Mr. Huaues. No; that is their job to plan the finances. 

Senator O’Manoney. You had no interest in that matter at all? 

Mr. Hugues. No, sir. 

Senator O’Manoney. In spite of the disparity between the equity 
and the debt? 

Mr. Hueues. Well, that was a very vital factor in making a favor- 
able deal. 

Senator O’MaHoney. How was it a factor in the making of a favor- 
able deal? 

Mr. Hueues. The cost was very much reduced by having a very 
small equity. 

Senator O’Mauoney. The cost is reduced ? 

Mr. Hueues. The total costs, yes, sir; the interest costs. 

Senator O’Manoney. The cost of what, sir? 

Mr. Hueues. The cost of the money. 

Senator O’Manoney. I thought, perhaps, you meant the cost of the 
operation. 

Mr. Hucues. No; the cost of the money. 

Senator O’MAnoney. Because the cost of the operation involves 
various other factors which I should like to go into. I do not want to 
interrupt your line of examination, Mr. Counsel, so I will not ask these 
questions now. 

Mr. Kererre. I do not know whether you answered this or not, Mr. 
Hughes, but who conferred with the Atomic Energy Commission 
with respect to the release of their chronology? Did you do that? 

Mr. HuGues. No, no. I talked with Mr. Strauss about the question 
of when we could get it out and what should be in there, in the way 
of a complete record of documents. One or two questions came up 
with regard to the documents, and we decided to let it be in there. 

Mr. Keerre. The ultimate decision as to what was in the chronology 
and what was not was yours and Mr. Strauss? 

Mr. Hucues. I imagine he decided it for the Atomic Energy; I 
decided it for the Budget Bureau. 

Mr. Keerre. Obviously 

Mr. Hucues. Because I did not decide every individual case, as you 
know, just the rules and what should be included in that type of 
thing. 

Mr. Kererre. Obviously you had original memoranda from which 
you made up this chronology. May I look at those tomorrow ? 

Mr. Hucues. I will take a look. I don’t know what we have on 
that. 

Mr. Krerre. Have you any explanation, Mr. Hughes, why the re- 
lease to the press was delayed from Thursday to Saturday ? 
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Mr. Hucues. Yes, sir; we were working day and night to get that 
thing out. It was an awful job. 

Mr. Keerre. It did not concern anything that was in it, did it? 

Mr. Hucues. No, not a thing. It was just a job of putting it to- 
gether and getting all these documents from all the different “places, 
and it was a mammoth job, and we had fellows working day and night 
on the thing to get it through as quickly as we did. They said we 
could not do it, but we did it just the same. 

Mr. Keerre. You remember as we talked before, January 21 the 
President gave his budget message to Congress, and Mr. Wenzell states 
he was in Washington that day. I presume you went to hear the 
budget message ? 

Mr. Hucues. Yes. 

Mr. Kerrre. Was there anything else that happened that day with 
Wenzell that you can think of? 

Mr. Huaues. Not that I know of, no. 

Senator Kerauver. Did I understand you to say, Mr. Hughes, that 
you and Mr. Strauss decided what was going to be in the releases here ? 

Mr. Hucues. Well, we—not in the sense of deciding individual 
items; but just—we didn’t want to duplicate our operation any more 
than we had to, and they would tell of the meetings in their place, 
and we would tell of the meetings in our place, and that type of thing. 

Senator Kreravver. I thought this release was supposed to be the 
whole story ? 

Mr. Hucues. Well, we hope it is. 

Senator Kerauver. But you say and they decided what was going 
to be in it. 

Mr. Hucues. No. I tell you—for instance, we decided we would 
not put in meetings held in the Atomic Energy Commission, and they 
would put in those; and they would not put in meetings held in the 
Budget Bureau, we would put in those, things of that nature; so there 
would be as little duplication as possible. I did not 

Senator Krrauver. Mr. Hughes, does it not strike you as strange 
that in all of these pages from you and the Atomic Energy Commis- 
sion, the man who, your consultant, who is advising you, and you 
have mentioned dozens and dozens of names of the people who were 
present all through here, the consultant who was down here is the 
specialist on financing, and is attending these meetings, that you never 
mentioned his name? 

Mr. Hucues. I think you give him a far greater importance than 
we do as far as that is concerned. We did not look upon him as a 
policymaker in any respect. 

Senator Krerauver. Well, you said he was the man who—that you 
aid not have anybody in your own shop who knew about these intrica- 
cies of corporate finance. 

Mr. Hucues. During that period; then we did get somebody. 

Senator Krrauver. And you got a specialist down here to help you 
work that very important matter. 

Mr. Hucnes. No, not to work it up, to consult with us and check 
us on these statements. 

Senator Krravuver. And an officer and director of the First Boston 
Corp., and that all of these dozens and dozens of names mentioned 
through, don’t you think it is a little strange that his name did not get 
in it somewhere? 
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Mr. Hugues. No; I don’t think so. 

Senator Kerauver. You do not think so? 

Anyway, he is not in here? 

Mr. Hucues. Nor dozens and dozens of names of the Budget Bureau 
staff, as far as I know. 

Senator Kerauver. I have been through it; I have counted at least 
20 different names. 

Mr. Hueues. Of the Budget Bureau? I would be very much 
surprised. 

Senator Krrauver. No. I mean people who were present at various 
hearings and various conferences. 

So then you admit, Mr. Hughes, this is not the whole story because 
you do not reveal Wenzell’s part ? 

Mr. Hucues. No, I would not say that. This is all pertinent— 

Senator Krrauver. You do not reveal his part. 

Mr. Hueunes. Well, he did not have any part so far as we were 
concerned, in making any final decision. 

Senator Kerauver. He was here for a purpose, and he advised for a 
purpose, and his company turned up as the financial agent. We 
will leave to public opinion as to whether that was a part, but whether 
it was a part or not, you did not reveal his name. 

Mr. Hucues. We did not reveal a lot of other names either, so far 
as that is concerned, because there is no occasion for it. 

Senator Kerauver. What other man did you call from some big 
corporation as a special consultant, whose name is not revealed ? 

Mr. Hugues. I don’t think there was any outside consultant. 

Senator ixmrauver. Is Mr. Wenzell the only one you had? 

Mr. Hueues. Yes, he is the only one with regard to the outside staff, 
that is, a staff from the outside. 

Senator Krerauver. So the one outside man you brought in, you 
do not mention his name # 

Mr. Hucues. Well, we considered him exactly on a par with the 
other people that we have inside as far as responsibility is concerned. 

Senator Kerauver. Don’t you think he took on added significance 
when his company got the business ? ; 

Mr. Hucues. We were not dealing with him on that basis. 

Senator Kerauver. I know. Don’t you think he became more im- 
portant though when his company wound up as the financial agent? 

Mr. Hueues. I still have to find out that they did wind up as the 
fiscal, financial agent. 

Senator Krerauver. Who did you inquire from as to whether they 
did wind up as the financial agent ? 

Mr. Hucues. Our own people checked on it. 

Senator Kerauver. Haven’t you been in close touch with Dixon 
and Yates since that time? 

Mr. Hucues. No; I have not. 

Senator Krrauver. You have not talked with them at all? 

Mr. Hueues. I don’t think I have talked with them for months and 
months since we finished the operation. 

Senator Keravver. So it is a matter of no or little concern to you 
that your employee, Mr. Wenzell, Mr. Wenzell’s company, got the 
business as the financial agent ? 

65950—56—pt. 1-4 
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Mr. Hucues. We did not take him on that basis. He was there for 
a different purpose. 

Senator Krerauver. I know, but what happened afterward? The 
fact that he served two capacities, is that a matter of no concern to you, 
Mr. Hughes? 

Mr. Huenes. Did his company get any business, any fees, anything 
out of it at all? 

Senator Kerauver. I am asking you whether they got 

Mr. Hvueues. Well, I will check on it. At the moment I am told 
they did not, but I will check on it. 

Senator O’Manoney. Mr. Chairman, I would like to get this cleared 
in my own mind, and my question can be answered by the Chair, by 
counsel or by Mr. Hughes. 

Unfortunately, I have not had the opportunity to read the testimony 
that was given before the SEC, but I gather the conclusion from what 
has been said here that it was specifically testified before the SEC that 
Mr. Wenzell’s employer, the First Boston Corp., was the financing 
agent of this transaction. Is that true or not? 

Senator Kerauver. Yes; that is correct; he and Mr. Miller both 
testified. 

Senator O’Manonry. That was testified to? 

Mr. Keerre. Sworn testimony before the SEC. 

Senator O’Manoney. Mr. Hughes, did you know that to be the fact? 

Mr. Hueues. No. 

Senator O’Manoney. Did you read the testimony before the SEC? 

Mr. Hueues. Not all of it; I read part of it. 

Senator Krerauver. That was also testified by Mr. Dixon when he 
testified before the SEC. 

Mr. Hucues. May I get it accurately that they were what? 

Senator Krerauver. They were the financial agents. 

Mr. Hueues. Financial agents. 

Senator Keravver. In placing the financing. 

Senator O’Manoney. Do you have the exact testimony which named 
the position of First Boston Corp. in the testimony ? 

Mr. Krerre. Yes; we have complete testimony that does it, Senator 
O’Mahoney. I do not have the documents; I have the transcript. 

Mr. Hucues. Whose testimony was that? 

Mr. Keerre. Wenzell, Dixon, Miller, Linsley. 

Senator O’Manoney. Now, this revives in my mind some curiosity 
about the subjects—the subject matters—which Mr. Hughes discussed 
with Mr. Wenzell when he, Mr. Hughes, invited Mr. Wenzell to come 
to Washington. 

The record is very unclear on that point. I do not want to ask you 
to answer this off the cuff now, so I will make a formal request, Mr. 
Chairman, that Mr. Hughes be invited to write a statement to the 
committee setting forth the subjects that he discussed with Mr. Wenzell 
when he called him back. 

Now, your testimony would seem to put you in a position of saying 
that when you called him back you did not know that the First 
Boston Corp. was playing an important role in this matter through 
the—through what was being done by Mr. Wenzell and Mr. Miller— 
so I want to give you a full opportunity of making your answer. 

Senator Kerauver. Mr. Hughes, you heard the request, and you 
will comply with it? 
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Mr. Hueues. Yes. 

Senator Kerauver. While you are getting this up, Mr. Hughes, 
will you give us the names of others who were present at these various 
conferences besides Mr. Wenzell and Mr. Miller, whose names are not 
jisted in the chronological listing here; that is, present a complete list 
of those who were present at these various meetings so that we can 
have the full personnel present ? 

Mr. Hucues. I don’t know. I mean we would have to check and 
see what kind of a record we have. I don’t know whether we have 
a full record. 

Senator Keravuver. Will you give us your best information from 
data you are able to obtain? 

Mr. Hueues. I will. 

Senator Kerauver. From your memory as to all of the other 
people who were present and who are not listed here. 

Senator Butler? 

Senator Butter. Mr. Chairman, it is not clear to me what the 
Senator from Wyoming said “after you were called back.” I am just 
wondering if he would be more specific in the period he was inquiring 
about. 

Senator O’Manoney. The testimany of Mr. Hughes was that some- 
time in January he called Mr. Wenzell back to the Bureau of the 
Budget for a conference. 

It is clear in your mind the date that I have in mind? 

Mr. Hucues. Yes. He was not called back, if my memory serves 
me correct, not on any particular conference, but to sit in from time 
to time in these discussions and listen to the points we were inter- 
ested in. 

Senator O’Manoney. Well, you invited him back to confer with 
him. 

Mr. Huaeues. That is right. 

Senator O’Manonry. And that was the occasion of my asking you 
what the subjects of those conferences were. Those subjects have not 
been delineated yet. 

Now, we have before us in this chronology of what transpired on 
January 20, 1954. The Bureau of the Budget on January 20, 1954, 
according to this statement which, I tihnk, you have assumed respon- 
sibility for 

Mr. Huaues. Yes. 

Senator O’Manoney. Recites that: 

Mr. Hughes met with Mr. Williams, Mr. McAfee, and Mr. Edgar H. Dixon, 
president of the Middle South Utilities, Inc., and a business associate of Mr. 
McAfee. 

That is correct; is it not? 

Mr. Hueues. That is right. 

Senator O’MAnoney. You knew Mr. Dixon? 

Mr. Huecues. No; I never met him before. 

Senator O’Manoney. You knew him then. You became acquainted 
with shim then? 

Mr. Hueues. At that time; yes. 

Senator O’Manoney. Did you know that on the same date, accord- 
ing to the chronology, at the Atomic Energy Commission—I am now 
reading : 
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It was finally decided that Mr. Dixon would prepare a study of all cost factors 
pertaining to construction by his company of a power plant of 450,000 to 600,000 
kilowatts across the river from Memphis in his territory. 

It seems to me to be a statement that the president of the Middle 
South Utilities Co. had agreed on January 20 to build the Mississippi 
Valley generating plant. Did you know that to be a fact? 

Mr. Hugues. You are jumping at a few conclusions there. 

Senator O’Manoney. Is it not true? 

Mr. Hucues. No;I don’t thinkso. I think the only point there 

Senator O’Manoney. I am not jumping at any conclusions. 

Mr. Hueues. He had not agreed to do anything. The point was 
to see what the figures would show, because Mr. McAfee, as I under- 
stand it, did not want to do it, and you will remember that those 
relations 

Senator O’Manonry. You did not know what happened at the 
Atomic Energy conference? 

Mr. Hucues. No—excuse me—and those relations, the computa- 
tions, were done at the Atomic Energy Commission, and Mr. McAfee 
did not want to point to it, and Mr. Dixon did. 

Senator O’Manoney. These are not my words, they are the words 
of the chronology reporting what happened in the Atomic Energy 
Commission at the meeting which began at 4:30 in the afternoon on 
January 20, following the morning meeting which was held at the 
Bureau of the Budget, and this is the statement of the chronology : 

It was finally decided that Mr. Dixon would prepare a study of all cost factors 
pertaining to the construction by his company of a powerplant of 450,000 to 
600,000 kilowatts across the river from Memphis in his territory. 

Now, I ask you—I am not drawing any conclusions, I am asking 
you for your answer—as to whether or not you understand or have 
understood from that that it meant that the Middle South Utilities, 
Inc., would have the responsibility for building this plant ¢ 

Mr. Hucues. No; that meant an exploration as far as I could see, 
and as far as I recall at this time. 

Senator O’Manonry. Do you recall who the president of the Missis- 
sippi Valley Generating Co. is¢ 

Mr. Huenues. Mr. Dixon. 

Senator O’Manoney. So here we have Mr. Dixon, who is the presi- 
dent of one of the holding companies, is also the president of the sub- 
sidiary company. 

Mr. Hucnes. But there is no question, is there, with regard to the 
fact that the very name Dixon- Yates is that he was the factor in pre- 
paring the whole estimate. 

Senator O’Manonry. I think he was a very great factor in pre- 
paring the whole estimate of one of the most amazing profitable 
power deals that private utilities have ever been able to euchre out 
of the Government of the United States. If you ask for my con- 
clusion I give it to you very frankly. 

Mr. Hucues. We may have different views on that. 

Senator O’Manoney. Well let us see if you have any different yiews 
on that. Do you know what the capital stock of the company is? 

Mr. Hucues. $514 million. j 

Senator O’Manonry. Do you know what the amount of the budget 
estimate is which your Bureau sent up here for the building of a 
transmission line for this company of $514 million capital ? 
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Mr. Hucues. You mean the $614 million? 

Senator O’Mauonry. In other words, you have submitted to the 
Congress of the United States a budget for the building of trans- 
mission lines for this allegedly private company a million dollars 
more than the capital stock of the company. 

Mr. Hueues. It is not for the company, is it? That is to take 
power from the company. 

Senator O’Manoney. Yes, but you are building a facility by which 
the company, the generating company, will deliver its power. 

Mr. Hucues. To the plant in 

Senator O’Manonry. Do not the private power companies com- 
plain and fill the newspapers and the magazines with their denunci- 
ations of the Government’s building transmission lines which they, 
the private companies, ought to be allowed to build? 

Mr. Huenes. You could not build a private transmission line in 
that particular area. 

Senator O’Manonry. Oh, it was a Government job, and it was 
vour judgment that the United States Government should furnish 
out of the Treasury $614 million to build this transmission line. Did 
vou ever hear the word or the phrase “creeping socialism” applied to 
such a transaction ? 

Mr. Huaues. I am afraid, sir, that the question of having that line 
built by the Government is something which is determined by factors 
that are long past. You cannot change that. If you are going to 
have the line you have to have the line built by the Government. 
Nobody else can build it. 

Senator O’Manoney. One of the things we are interested in is 
why the Government should make the taxpayers put up the money 
for the transmission lines for this private concern. 

Mr. HucGues. This is only—there is only one way to handle it. 

Senator Burter. Why should the Government put up the money 
for TVA? Why should the taxpayers subsidize TVA ? 

Senator O’Manonry. That is a very different matter. 

Senator Burter. Not too different. 

Senator O’Manonery. Absolutely. 

Mr. Hueues. It is the difference between $614 million and $100 
million. 

Senator O’Manonry. Let me ask you this, Mr. Hughes, and, Sen- 
ator Butler, you may be interested in this question, too. 

Mr. Hucuers. Senator, May I be excused? Iam sorry, but I made 
this arrangement before 

Senator O’Manonry. May I ask you this one question—I see—do 
you know that it is provided in these documents that are before this 
committee that some of the power to be developed at this generating 
plant will be used for other purposes than for the AEC ? 

Mr. Hueues. Under certain conditions which have all been worked 
out by the AEC, sir; that is their field in this particular operation. 

Senator O’Manoney. Well, in other words, you know that the com- 
pany, the financing of which was worked out by numerous conferences 
in oo office, by which the loan of 

Mr. Hueues. Financing was not worked out by numerous confer- 
ences in our office. 

Senator O’Manonry. Well, the rate of financing was worked out. 

Mr. Huacues. We checked our part. 
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Senator O’Manoney. And your part of it was the rate of interest. 

Mr. Hucues. Was to check on it. 

Senator O’Manoney. And you wanted this committee to under- 
stand that you knew all about the rates but nothing at all about the 
companies that were going to get the rates? 

Mr. Hucues. No. The question of who they should borrow from 
was not a factor in that particular discussion, sir. 

Senator O’Manoney. Well, I am not talking about any particular 
discussion. 

Mr. Hueues. Or any discussion. 

Senator O’Manonry. I am talking about all your discussions. 

Mr. Hueues. All right, all our discussions. 

Senator O’Manoney. Then you want the committee to understand, 
and are you testifying, sir, that on no occasion in any conference in 
which you participated was there any discussion of the insurance 
companies and the ike which would participate in this transaction # 

Mr. Hucues. I recall of none, sir. 

Senator O’Manonery. And all you talked about was the rate of 
interest ? 

Mr. Hucues. All we talked about was a fair rate of interest to the 
Government. 

Senator O’Manoney. And as a former comptroller of a great New 
York City bank, are you not aware of the fact that any person or 
organization which was undertaking to protect—to fix the rates and 
the various factors of a big loan agreement, would be inclined to 
feel that the capacity to make the loan and handle the loan would be 
a primary subject of consideration, particularly by the head of the 
Bureau of the Budget, that is, yourself? 

Mr. Hucues. That was one of the conditions that it would have 
to be all first class, and I am sure it was. 

Senator O’Manoney. So that all you were interested in—you went 
no further than trying to have an understanding that it would be 
first. class? 

Mr. Hucues. Not only an understanding, but that was a condition, 
it had to be a first-class operation. 

Senator O’Manonery. You never heard of the Metropolitan Life 
Insurance Co. in this deal ? 

Mr. Hucues. Not until a long time afterwards. 

Senator O’Manonery. Never heard of the New York Life Insur- 
ance Co.? 

Mr. Hucues. Not until a long time afterward. 

Senator O’Manoney. You never heard of the First National Bank ? 

Mr. Huaues. No, not until recently, a day or so ago. 

Senator O’Manoney. You did not know anything at all about this 
intercompany agreement ? 

Mr. Hucues. That was not our business, Senator. We were not 
doing that phase of the—— 

Senator O’Manoney. But it was your business to recommend to 
the Congress the expenditure of $614 million of the public funds? 

Mr. Hucues. That is right. 

Senator O’Manoney. So you are representing yourself to this 
committee now today as not knowing at the time that this was closed, 
these principal factors affecting these various institutions and banks 
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which are a vital factor in the deal that you are so vigorously defend- 
ing ¢ 

Mr. Hueues. That part of it, sir, is not-—— 

Senator Kerauver. Well, Mr. Hughes has got to leave here shortly. 
You had one other final question that might call for some docu- 
nients, and we will talk about when we can go on again. 

Mr. Keerre. Mr. Wenzell testified at pages 801 and 802 of SEC 
record, Mr. Hughes, that as result of a suggestion from you he went 
to New York City and conferred that day with Mr. Dixon and with 
Mr. Seal of the Ebasco. Have you any recollection of that? 

Mr. Hueues. Not of any particular meeting, but I know that there 
was an occasion when there was a meeting that they wanted to talk 
about certain things, and we suggested that he get familiar with what 
we were talking about. 

Mr. Kererre. And on February 13 or 14—— 

Senator Keravuver. Now you are talking about “they.” That is 
Ebasco and Dixon- Yates? 

Mr. Hucues. Yes, the other parties to the contract. 

Mr. Kererre. On February 13 or 14, at page 834 of the transcript, 
Wenzell testifies that he gave Dixon the First Boston interest rate 
figures on the financing deal. Have you any recollection of that? 

Mr. Hucues. No. 

Mr. Keerre. And on February 19, Wenzell testifies he conferred at 
the Southern Co., 120 Broadway. 

Senator Kerauver. For Mr. Hughes, he said. 

Mr. Keerre. I don’t believe he said for whom, Senator. 

Do you have any recollection of it? 

Mr. Hucues. Except just the same as I told you about the other 
meeting—where there were meetings in New York, we could not send 
people up and we wanted an observer there to check on any particular 
thing that would be reported to us. 

Mr. Keerre. Have you any recollection—— 

Senator Kerauver. Just a minute. Why didn’t you list in your 
chronological order here that you sent your observer, Mr. Wenzell, up? 

Mr. Hucnes. We didn’t send him; he was up there. 

Senator Krerauver. You said vou sent him, a minute ago. 

Mr. Hucues. I am sorry; we did not send him. 

Senator Kerauver. How did he get up there if you did not send 
him? 

Mr. Hucues. That is where he lives. 

Senator Kerauver. He lives in Boston, not New York. 

Mr. Hueues. No, he lives in New York. 

Senator Kreravuver. But you said a minute ago you sent him as an 
observer. I was wondering if these are important meetings why 
you did not list them. 

Mr. Hueues. As far as I know they were not important meetings, 
they were just some discussions that they wanted to work up some 
proposals they wanted to make to us, and we wanted to be in on the 
discussions; that is all. 

Mr. Krerre. At least at the February 1 meeting, when Wenzell went 
up to talk to Seal of Ebasco, and when he talked to Dixon, he testi- 
fies he went there at your suggestion, Mr. Hughes. 

Mr. Hueues. I just told the Senator that might well be, under those 
circumstances. 
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Mr. Kerrrr. There is a very important meeting of March 2, at 
which Seal of Ebasco was present as well as Wenzell from First 
Boston, and in your chronology and in the chronology of the Atomic 
Energy Commission we find no mention of that March 2 meeting 
at all. 

Mr. Hvueunes. I don’t recall the March 2 meeting right now. I 
will look it up. 

Senator Kerauver. Well, Mr. Hughes, I did want to ask one final 
question here. On page 832 of the Joint Committee’s hearings is a 
letter that you have written Mr. Strauss, Chairman of the AEC, and 
you state: 

The President has asked me to instruct the Atomic Energy Commission to 
proceed with negotiation with the sponsors of the proposal made by Messrs. 
Dixon and Yates with a view of signing a definite contract on a basis generally 
within terms of the proposal— 
and so forth and so on. 

When did the President instruct you to do that, and how did he 
instruct you? Is there a memorandum ? 

Mr. Hvueues. I think that is in the chronology, the meeting of 
June 16. What date was that ? 

Senator Keravuver. This is a letter of June 16. You say that the 
President has instructed you. 

Mr. Hucues. There was a letter that same day or thereabouts, there 
is a report in the chronology of a meeting with the leaders, legislative 
leaders, at which this whole thing was discussed extensively, and it 
was decided to go ahead. 

Senator Kerravuver. I know, but I find nothing in here from the 
President instructing you to write this letter. I am just trying to get 
at how he instructed you. Did he tell you orally? 

Mr. Hueues. At the meeting, and then afterward I showed him 
the letters, and he agreed to them. 

Senator Krerauver. So he just told you orally ? 

Mr. Hucues. At the meeting. 

Senator Krerauver. Isn’t that unprecedented to instruct the Bureau 
of the Budget to force an agency to sign a contract? 

Mr. Hucues. No; we pass on it 

Senator Keravuver. At that time a majority of the members of the 
Board of the agency were not in favor of. 

Mr. Hueues. No. They had already written that if instructed by 
the President they would sign it. 

Senator Kerauver. But they had voted against it. 

Mr. Hucues. Yes. They said 

Senator Krerauver. Can you tell me of any other instance where 
you have, following out an instruction of the President, forced an 
agency against the vote of its members to sign a contract ? 

Mr. Hucnes. We didn’t usually have that situation, of course; and 
in that particular case, as I say, those members had said that if 
instructed they would have signed it. 

Senator Krrauver. Do you know of any other case where the Bu- 
reau of the Budget has ordered another agency to sign a contract, an 
independent agency ? 

Mr. Hucnes. Oh, we pass instructions on. I don’t know about a 
contract. We pass instructions on from time to time. 

Senator Keravuver. Well, do you know of any other contract? 
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Mr. Hugues. I don’t really recall any just now; no, sir. That does 
not mean we would not if we had occasion to. 

Senator Kerauver. Mr. Hughes, did you tell the President or have 
you ever told the President that in working up the rates and negotia- 
tions with Ebasco and Dixon-Yates that you had one of your nego- 
tiators, your employees, working these things up when at the very 
same time he was employed by the First Boston Corp., and they 
became the financial agents in arranging the financing? 

Mr. Hueues. He knows, of course, that we had an expert working 
on this thing, and he knows his name and his connection and all about 
him. In fact, he approved him before we got him down here. 

Senator Kerauver. The President did? 

Mr. Hueues. Yes. 

Senator Kerauver. Did the President approve Mr. Wenzell? 

Mr. Hueues. You will have to ask Mr. Dodge. 

Senator Kerauver. Well, you just testified about it. Did the Presi- 
dent know this man was representing both the Government and his 
employer in this matter ? 

Mr. Hueues. So far as I know, he was representing the Govern- 
ment. You tell me he was representing the First Boston Corp. 

Senator Kerauver. Well, it turns out, according to his own testi- 
mony, that he represented both. 

Mr. Hueues. We didn’t know that at that time, if that is so. 

Senator Keravver. Have you revealed that to the President in 
the light of Senator Hill’s speech and the sworn testimony ? 

Mr. Huecues. Yes. I sent him a copy of Senator Hill’s speech, 
and we talked about it. 

Senator Keravuver. He thinks that is all right? 

Mr. Hucues. Well, it is one of those situations which arise from 
time to time. 

Senator Keravver. Well, what is his general attitude about it? Is 
it all right with you and the President or is it not ? 

Mr. Hucnes. The President feels that this is a good operation 
and he is backing it for that reason. 

Senator Krrauver. In spite of the fact that your employee was 
carrying water on both shoulders in negotiating it? 

Mr. Hugues. I have seen no evidence of any effective alteration 
or change or influence on any of this operation as a result of any 
of Mr. Wenzell’s operations. He was not in that kind of a position, 
to my information, to my knowledge. 

Senator Kreravver. Well, is the matter just going to be left there 
with nothing being done about a fellow who represented both sides? 

Mr. Hueues. No; we shall make inquiries and find out about it. 

Senator Keravuver. Well, you found out about it now, or you 
should have found out about it when at least Senator Hill made his 
speech or before that time. What has been done about it? 

Mr. Huaeues. I say I still have got to find out what his connec- 
tion was, and if he did—if the First Boston is an agent or a partici- 
pant or a beneficiary or anything else of that nature; that I don’t 
know, sir. 

Senator O’Manonry. Do you disbelieve the testimony that was 
just read ? 

Mr. Hucues. No; I don’t disbelieve anything, but I don’t know 
of my own knowledge and, therefore, I cannot say so. 
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Senator Krrauver. If you took the trouble to relate it to the Presi- 
dent you certainly would have found out about it. 

Mr. Hveues. I said the President was given that information. 
You say that is wrong. 

Senator Keravuver. That is that—— 

Mr. Hucues. You say it is wrong; you say it is our agent. 

Senator Kreravver. It would have been a pretty easy matter to ask 
Mr. Wenzell or ask Mr. Dixon if you did not know. 

Mr. Hvuenes. I am sure they were inquired of, and I will confirm 
that by checking. 

Senator Krrauver. Well, it would seem to me, if it is important 
enough as a matter to take up with the President, Senator Hill’s 
speech, that you certainly would have looked into whether this was 
true or not. 

Mr. Hueunes. I did, and I found out that at least the report was it 
was not true. If I was wrong, then I will admit I was wrong. 

Senator Krerauver. Whom did you inquire of as to whether it was 
true or not? 

Mr. Hueues. I inquired through our 

Senator Krrauver. Who specifically ? 

Mr. Hueues. On the staff I don’t recall now, and I am also sure 
I must have asked Wenzell, but I don’t recall the exact words at this 
time. 

Senator Krrauver. You do not know whether you asked him or not? 

Mr. Hueues. I[ think I must have, but I don’t recall asking him 
and I don’t recall any conversation or any words with him on the 
subject. Maybe I can check on that and find out. 

Senator Krrauver. Well, Mr. Hughes, there are many other mat- 
ters in connection with this that we have got to go into. Do you want 
to work it out 

Senator O’Manonery. Mr. Chairman, it is understood what public 
documents the staff will examine? 

Senator Krrauver. Well, it is understood so far as we are con- 
cerned that any memoranda, any interoflice memoranda, reports, let- | 
ters, information pursuant to the President’s order or direction of 
putting, letting anything—any information to be made public about 
this, they will have access to it. 

Senator O’Manoney. Is that your understanding? 

Mr. Hucues. I understand the request of the chairman, and I am 
going back and I will be ready tomorrow morning with answering that 
one. 

Senator O’Manoney. And you will have statements or answers to 
the questions ? 

Mr. Hueues. As far as I can see, I can see no reason 

Senator O’Manoney. There were some questions to which I directed 
myself for answers from you, which do not fall in that category. 

Mr. Hueues. I won’t get that tomorrow morning. Give me a little 
time. I have got an awful lot of things to do. I am in an awful 
jam right here now. 

Senator O’Manoney. I was about to say to you we would like to 
make available to you when we get the record from the reporter, just 
what the questions are. 

Mr. Hueues. O. K., sir. 

Senator O’Manoney. If you would like that text. 
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Mr. Hugues. I would like that. 

Senator O’Manoney. I certainly do not want any mistake. I want 
to give you a full opportunity to set the record straight. 

Mr. Hugues. I have no purpose in hiding anything, despite the 
implications of some of the questions. I have no intention of hiding 
anything, and I would not want to give incorrect information, and I 
would not want to give misleading information. 

Senator Kerauver. Mr. Hughes, there are a good many other 
angles to this matter which we want to go into. What would be your 
convenience about coming back and meeting with us? 

Mr. Hueues. It is awfully hard this week, sir, and I hope you will 
make it next week. 

Senator Keravver. Would it be possible, say, on Thursday? 

Mr. Hucues. Not of this week. Iam ina terrific jam, I am working 
day and night, and I have a lot of things to do for the President, and 
I hope you will make it next week. In fact, I talked with you over 
the phone, and you said that we could arrange it for next week, and 
I would like that. 

Senator Keravver. I told you we would like to accommodate you 
and not keep you too long. 

Mr. Hvueues. It is just that you cannot do everything all at the same 
time, that is all there is to it. 

Senator Kerauver. We will be in touch with you at a future time, 
but I would like to call this up as soon as possible. 

Mr. Hugues. [ will be glad to cooperate with you. 

Senator O’Manoney. Mr. Chairman, knowing as I do that the 
Bureau of the Budget is very busy, as the Appropriations Committee 
of both Houses are busy now in trying to pass the appropriation 
bills 

Mr. Hueues. It is the end of the fiscal year, you see, and all that. 
It is terrific. 

Senator O’MAnoney. I would like to suggest that Mr. Hughes’ 
appearance be postponed until next week, early next week. 

Senator Kerauver. We will be in touch with Mr. Hughes about 
coming back. 

Mr. Hueues. O. K. 

Senator Kerauver. The committee will stand in recess subject to 
further call of the Chair. 

(Whereupon, at 4 p. m., the subcommittee adjourned, subject to 


call.) 








POWER POLICY—DIXON-YATES CONTRACT 


THURSDAY, JUNE 30, 1955 


Untrtep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 8:15 p. m., in room 
494, Senate Office Building, Senator Estes Kefauver presiding. 

r resent : : Senators Kefauver (presiding), and O’Mahoney. 

Also present: Senator John Marshall Butler, of Maryland; Arthur 
John Keeffe, Assistant Counsel. 

Senator Krerauver. The committee will come to order. 

Let the record show that Senator O’Mahoney is present and also 
Senator Butler. This committee is composed of Senator O’Mahoney, 
Senator Langer and myself as the chairman, having been appointed 
by Senator Kilgore, the chairman of the full committee and of the 
Monopoly and ‘Antitrust Subcommittee. 

Senator Langer was advised as to this meeting whether this time 
would be satisfactory, and we have a letter from him saying: “That 
it is entirely satisfactory to me for you to go ahead with this in my 
absence.” 

Senator Wiley has also expressed himself, although not a member 
of this particular subcommittee, as interested in the matter, and he 
was notified of the hearing but apparently could not attend. 

Senator Butier. I think that the Senator from North Dakota ought 
to buy everybody a dinner. 

Senator Kerauver. From North Dakota? 

Senator Burier. Yes. 

Senator Kerauver. You mean Senator Langer ? 

Senator Buruer. Yes. 

Senator Keravuver. I think it would be helpful at this time to bring 
up to date the status of this hearing, the chronology of what has ha 
pened prior to this time. Since our adjournment June 27 to begin 
with, some criticism has been made of the socalled Dixon- Yates pro- 
posal, and on August 18, 1954, the President ordered that all docu- 
ments and matters pertaining to it from the inception of the idea down 
to the present time, that is, down to that time, be made public and 
invited anybody to examine them. 

Thereafter the Bureau of the Budget and the Atomic Energy Com- 
mission released a chronology with certain letters and whatnot which 
are published in the hearings of the Joint Congressional Committee 
on Atomic Energy. 

Certain items and conferences took place which apparently are not 
included in this chronology and certain people attended meetings 
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whose names specifically are not mentioned in the details given here, 
among whom is a Mr. Adolphe Wenzell. His name is brought out 
and his participation in it first by a speech of Senator Lister Hill on 
February 18 of this year on the floor of the Senate. 

Prior to his making the speech in response to a call, Mr. Hughes, 
the Director of the Bureau of the Budget, wrote Senator Hill a letter 
giving some information about who Mr. Wenzell was, and his partici- 
pation as a consultant at the Bureau of the Budget. Senator Hill’s 
speech was made and thereafter a further letter was written by Mr. 
Hughes which enlarged upon the transactions in which Mr. Wenzell 
participated, and also the time that he served as consultant at the 

sureau of the Budget. 

Mr. Wenzell’s participation was also brought out in sworn testi- 
mony before the Securities and Exchange Commission in connection 
with the intervention of the State of Tennessee in connection with 
the proposal for the financing of the Dixon- Yates transaction. That 
testimony has been referred to from time to time. 

Also, in testifying against the appropriation before the Senate 
committee, Governor Frank Clement referred to and spoke of the 
testimony before the Securities and Exchange Commission. 

Whereupon this committee was appointed and had a hearing for 
the purpose of finding out what Mr. Wenzell’s participation was, 
whether someone connected with a corporation had been allowed or 
encouraged by the Bureau of the Budget and the Atomic Energy 
Commission to act as a consultant, an unpaid consultant, at the same 
time they were being paid and serving the corporation, and to further 
secure other information from the Bureau of the Budget. To com- 
plete the record which at least the chairman of the committee did not 
teel was fully given in the chronology given by Mr. Hughes and 
Admiral Strauss, the hearing was held on June 27, at which time a 
tentative agreement was made by Mr. Hughes as Director of the 
Bureau of the Budget to furnish certain specific information and 
then also to allow the members of the staff to see certain documents 
and reports which were pertinent to issues here involved. 

Mr. Hughes did state in connection with those that matters would 
have to be cleared in view of the general Executive order. notwith- 
standing the statement in the President’s press conference. 

Members of the staff went down to the Budget Bureau, Mr. Keeffe 
and others on June 28. At that time it was found that they could not 
see and could not have an opportunity of examining certain pertinent 
memoranda and documents and reports which at least the chairman 
of the committee thought pertinent to the matter, among which was 
the report of Mr. Wenzell of September 1953, which culminated 
his first employment by the Bureau of the Budget. 

They reported that matter to the chairman of this subcommittee, 
and about noon on the 28th a letter was received from Mr. Hughes 
setting forth the position of the President in that matter. I do not 
think this letter has been put in the record so the letter will be put in 
without objection and printed in the record at this point. 

(The letter of June 28 is as follows:) 


DEAR SENATOR KEFAUveER: As I told you yesterday, with regard to your re- 
quest for any material in our files in addition to that which had already been 
released relative to Dixon-Yates and then also that your staff come down and 
go through our files, talk with Bureau staff, and determine for themselves 
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what miscellaneous papers, interoffice memorandums, ete., they wish to ex- 
tract, we have reviewed the situation to see what steps can be taken toward 
complying with your request. As pointed out to you, we operate under the 
President’s general instructions with regard to interoffice and intraoffice staff 
material, that such material is not to be made public. All documents which 
involve final decisions of public policy have of course already been made public. 
You pointed out that you interpreted the President’s statement at a press 
conference last fall to indicate that they did not apply in this case. I have 
checked on this matter and I am authorized by the President to state that his 
general instructions stand but that we, of course, stand on the decision to make 
every pertinent paper or document that can be made public under this ruling 
available to you. A quick review of our files last night disclosed no other 
papers or documents to be added to the somewhat voluminous releases already 
made, but we shall make a full and careful search in the next few days to con- 
firm this or to pick out material, if any, which should be added to that previously 
released. 

Under these circumstances, we have also reviewed the report which Mr. Wen- 
zell made as an adviser in September 1953 and find that that had nothing to do 
with the Dixon-Yates contract and, as a confidential document under the general 
ruling, therefore cannot be made available to your committee. 

We will arrange, in order to be of such assistance as we can, to have Mr. 
Focke, our legal adviser, available for Mr. Keeffe so that Mr. Keeffe may make 
requests of him in writing for any particular paper or information that he thinks 
should be properly made available. Every such request will be considered on 
its merits and we will do our best to cooperate where we can do so properly. 

Sincerely, 


ROWLAND HvuGueEs, Director. 
Senator Keravuver. Thereafter, as an individual Senator, on that 
same day I made a speech on the floor of the Senate complaining 
rather vigorously about the matter in which Senator O’Mahoney and 
Senator Butler joined in an interesting and important colloquy. 
The matter again came up next in the President’s press conference 


of June 29, in which first Mr. Frank Van de Linden of the Nashville 
Banner asked a question, and without objection Mr. Van de Linden’s 
— and the President’s answer will be included in the record at 
this point. 

(Iixcerpt from the President’s news conference of Thursday, June 
30, 1955, New York Times, June 30, is as follows :) 


FRANK VAN DE LINDEN, of the Nashville Banner. Senator Kefauver charged 
on the Senate floor yesterday that the Budget Bureau was trying to conceal 
what he called a scandal in the Dixon-Yates contract negotiations regarding 
the employment of Mr. Adolphe Wenzell, of the First Boston Corp. 

Senator Knowland says there is no corruption in it, and that he thinks you 
were just trying to help the Tennessee Valley get some power. 

I wondered if Mr. Hughes, of the Budget Bureau, had cleared with you his 
refusal to give Mr. Kefauver the information he was asking down there? 

Answer. Mr. Hughes came to see me, went over the situation, and I repeated 
to him the general instructions—I think, that I expressed some publicly in 
front of this body—that every single pertinent paper in the Yates-Dixon con- 
tract, from its inception until the final writing of the contract, would be made 
available, I think I said, at that time to the press, much less to any committee. 

Now, I do stand on this: Nobody has a right to go in and just on a wrecking 
the processes of Government by taking every single file—and some of you have 
seen our file rooms and know their size—and wrecking the entire filing system 
and paralyzing the processes of Government while they are going through them. 

There are—these files are filled with every kind of personal note—I guess my 
own files are filled with personal notes from my own staff all through; they 
are honeycombed with them. 

Well, now, to drag those things out where a man says to me, “I think so-and-so 
is a bad person to appoint, to so-and-so, and you shouldn’t have him,” all he had 
was his own opinion. You can’t drag those things out and put them before the 
public with justice to anybody, and we are not going to do it. 
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But at the time that I gave those instructions, Mr. Hughes, Mr. Strauss, 
whoever else was involved, got together every single document that we pertinent 
to this thing and put it out. 

Now, as far as the Wenzell report, Mr. Wenzell was never called in or asked 
a single thing about the Yates-Dixon contract. He was brought into—as a 
technical adviser in the very early days when none of us here knew about the 
bookkeeping methods of the TVA or anything else. 

He was brought in as a technical adviser and nothing else and before this 
contract was ever even proposed. 


Senator Krrauver. That is as was taken from the official record, 
from the press. 

And later Clark R. Mollenhoff, of the Des Moines Register and Tri- 
bune, asked a further question, and without objection his question 
and the President’s answer will be printed in the record. 

(Excerpt from the President’s news conference of Thursday, June 
30, 1955, New York Times, June 30, is as follows :) 


CLARK R. MOLLENHOFF, of the Des Moines Register and Tribune. Mr. President, 
a little while ago you stated that Mr. Wenzell was never called in about the 
Yates-Dixon contract, and there seemed to be some testimony before the SEC 
and before a committee that he had served as a consultant, I wondered if you 
were 

Answer. He did serve as a consultant at one time. 

Question. Of Dixon-Yates? 

Answer. No; I think—-now, I will check this up. My understanding is that 
quickly as the Dixon-Yates thing came up he resigned, and we got as our con- 
sultant a man named Adams from the Power Commission here itself to come 
over and be the consultant so as to have him because he (Wenzell) was connected 
with a great Boston financial company. 

Question. Mr. President, had you been informed that he had no connection at 
all with the Dixon-Yates? 

Answer. My understanding of it, and it may have been—that part of it there 
may have been—an overlap of a week or two, there I am not sure of. 

Question. Would there be any change in your position on that if there was 
material that he had served as a consultant on that? 

Answer. If he had served as a consultant on that and brought in a definite 
recommendation to us I would be very delighted to make that public. But I 
just don’t believe there is a thing in it about it. However, I will have it checked 
again. Will you take that up? 


Senator Krrauver. When the President’s answer came to my atten- 
tion, a letter was prepared on the same day and sent to the President 
by page, and it was afterward released to the press, and without 
objection the letter to the President calling attention to certain mat- 
ters and dates and certain testimony will be made a part of the record 
here. 

(The letter referred to is as follows :) 


[From the office of Senator Estes Kefauver (Democrat, Tennessee)—submitted for release 
at 6 p. m., June 29, 1955] 


(The following letter commenting upon statements made by President Eisen- 
hower at his press conference today was sent by Senator Kefauver to the 
President this afternoon: ) 

My Dear Mr. PRESIDENT: I have just been informed that in answer to ques- 
tions of the press today you are recorded as saying that Mr. Adolphe H. Wenzell 
was never called in or asked a single thing about the Dixon-Yates contract and 
that as quickly as the Dixon-Yates matter came up Mr. Wenzell resigned. How- 
ever, you say you will have it checked again. 

Mr. Wenzell testified before the Securities and Exchange Commission on June 
17, 1955. It will perhaps assist you in your checking, Mr. President, to have 
Mr. Wenzell’s own testimony regarding the conferences and meetings he attended 
in connection with the Dixon-Yates matter. 

The transcript of Mr. Wenzell’s testimony shows that he was first retained 
by Mr. Dodge as a consultant on various matters concerning the Tennessee Valley 
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Authority in May 1953, and that he served intermittently from May 1953 until 
September 1953 when he filed a report completing that phase of his work. 

On January 14, 1954, Mr. Hughes called Mr. Wenzell at his office in New York 
and asked him to come to the Bureau of the Budget on January 18. On Janu- 
ary 18 Mr. Wenzell telephoned an associate in the First Boston Corp., a Mr. 
Paul Miller, and asked him to come to Washington for meetings that were 
scheduled for January 20. The chronologies released by the Bureau of the 
Budget and the Atomic Energy Commission in August 1954 show that the meet- 
ings held on that date were attended by Mr. Dixon and others to discuss the 
problem of future power supply for the Tennessee Valley Authority. 

The chronologies also show that thereafter a number of meetings were held 
which led to the first Dixon-Yates proposal dated February 25, 1954. 

Mr. Wenzell testified that he attended meetings or conferences in connection 
with the development of that proposal on February 1, 8, 138, 14, 19, and 23. He 
also testified that he reviewed the Dixon-Yates proposal of February 25 prior 
to its submission by the Dixon-Yates people to the Atomic Energy Commission 
and the record shows that he participated in mee tings or conferences in connec- 
tion with proposal on March 1, 2, 3, 9, 11, 12, 14, 16, 23, and April 2 

Moreover, Mr. Wenzell testified that he reviewed the later proposal of April 10, 
1954, which, as you know, was accepted by the Atomic Energy Commission pur- 
suant to your direction. 

And this, Mr. President, is not the whole story. It was learned through testi- 
mony obtained from Mr. Wenzell and other officials of the First Boston Corp. 
at the proceedings before the Securities Exchange Commission that during the 
same period of time that Mr. Wenzell was acting as consultant to the Bureau 
of the Budget on the Dixon-Yates matter he was also acting as a representative 
of the First Boston Corp. in advising the companies on the financing aspects of 
the February 25 and April 10 proposals. In addition, that testimony shows that 
extremely important conferences had been held with respect to the Dixon-Yates 
matter which were not included in the chronologies released by the Atomic 
Energy Commission and the Bureau of the Budget. 

Now, Mr. President, when our committee asked to see the Budget Bureau 
files, relying upon your statement at a press conference dated August 18, 1954, 
at which you stated that all material pertinent to this contract was available 
for inspection, I can assure you that the committee was only seeking information 
pertaining to the participation of these and other individuals in the Dixon-Yates 
deal in which we are interested—not unimportant memoranda concerning this 
or that matter which might incidentally be in the files. 

Since the published statements put out by the Budget Bureau and the Atomic 
Energy Commission are devoid of any mention of these important individuals, 
and since your own staff people have not even now informed you of their partici- 
pation, we believe we would be doing you, as well as the Nation, a service by 
bringing out all the facts. It is clear, Mr. President, that even at this late date 
you have not been fully and accurately informed with respect to the serious 
matter which our committee is now inquiring into. 

Respectfully, 


Estes KEFAUVER, 
United States Senator. 
Senator Kerauver. Then following that, in the same afternoon or 
that night, a Mr. Hagerty, Mr. James C, Hagerty, the President’s press 


sec retar v5 issued a statement in connection Ww vith ‘the matter of covering 


some situations, after having made what he says is a further check 


on the matter. This press release by Mr. Hagerty will also be made 
a part of the record at this point. 


{Immediate release June 29, 


1955—James C. Hagerty, press secretary to the President, 
the White House] 





STATEMENT BY JAMES C, HAGERTY 





At his press conference this morning the President asked me to check once 
again about Mr. Adolphe Wenzell. At no time did Mr. Wenzell take part in 
any policy dicisions either with regard to the inception of the proposals which 
led to the Dixon-Yates contract or the development of Government policy with 
regard to that contract. 


65950—56 































































62 POWER POLICY 


However, one exception should be noted to keep the public record exactly 
straight. 

In 1953 Mr. Wenzell, at the request of the Director of the Budget, prepared 
an analysis of the records and accounting systems of the Tennessee Valley Au- 
thority, particularly as to comparison of its annual report of earnings with those 
of similar private industry which have different requirements as to taxes, interest 
rates, and the like. This was long before any proposal concerning the Dixon- 
Yates contract had been made. 

The one exception I referred to is as follows: 

From January 14 to April 13, 1954, Mr. Wenzell did serve as technical 
consultant to the Bureau of the Budget. In that capacity he did give advice 
to the Bureau of the Budget on such matters as the form of securities that 
might be marketable, the rate of interest that might be used, and the necessity 
for various protective clauses and relative costs that entered into preliminary, 
exploratory discussions that the Atomic Energy Commission and the Bureau 
of the Budget were conducting at that time. 

Prior to the time that the definite proposal of April 10, 1954, was made— 
which later developed into the Dixon-Yates contract—Mr. Francis L. Adams, 
Chief, Bureau of Power, Federal Power Commission, had been called in and was 
serving as Bureau of the Budget consultant. Mr. Wenzell did not serve as con- 
sultant from April 10, 1954, and had no connection with any subsequent dis- 
cussion. He is presently serving as Assistant to the Director of Technical Oper- 
ations of the International Bank for Reconstruction and Development. 


Senator Kerauver. This afternoon I am advised that Senator 
Knowland made a speech on the floor of the Senate in connection with 
the same matter which seemed to have some pertinency, and I think 
that Senator Knowland’s speech for future reference should be made 
a part of the record. 

(The statement is as follows :) 


Mr. KNoWLAND. Mr. President, will the Senator yield? 

Mr. Krerauver. I am glad to yield to the distinguished minority leader. 

Mr. KNowLaANp. In the first place, is it not correct to say that the question 
relative to the authorization for this type of contract was rather fully discussed 
in the United States Senate a year ago in a protracted debate, which continued 
so long that we even held some long night sessions ; that subsequently to that time 
the matter of the contract under the legislation was brought before the Joint 
Committee on Atomic Energy, and very prolonged hearings were held by the Joint 
Committee on Atomic Energy, in which there was full disclosure and full dis- 
cussion of the matters leading up to the negotiation of the so-called Dixon-Yates 
contract? 

The matter has been before the Committee on Appropriations, and it has been 
discussed on the floor of the House, where a move was made to strike out the 
appropriation for the transmission lines. 

The Senator is also aware of the fact that the amount of power to be made 
available to the valley of the Tennessee under the so-called Dixon-Yates contract 
is 600,000 kilowatts. 

I know the Senator went before the Committee on Appropriations when we 
were discussing the matter, and the testimony before the committee was that 
even with the Dixon-Yates 600,000 kilowatts, and with the additional power-gen- 
erating facilities in existing plants, by the year 1958, I believe it was, there would 
still be a shortage of power in the valley of the Tennessee. 

I am sure the Senator is also aware of the fact that the position of the Presi- 
dent of the United States was that he did not want to deprive the people of the 
valley of the Tennessee and the Tennessee Valley Authority area of any oppor- 
tunity to move ahead in their development both industrially and domestically ; 
and for that reason this suggestion was made. 

The testimony, as I am sure the Senator well knows, is that at the present time 
the amount of the steam generation in that area, as distinct from hydroelectric 
power, is approximately 60 percent and ultimately, by 1957 or 1958, will be 
almost 70 percent. The reason for the position of the President of the United 
States is that he felt we would get into a field in which, as a matter of public 
policy, Congress and the American people ought to determine whether the Fed- 
‘eral Government should go into each of the 48 States of the Union and build 
hydroelectric plants——— 

Mr. KeFAvver. Mr. President—— 
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Mr. KNowLaNp. If the Senator will permit me to continue—— 
Mr. Keravuver. I do not desire to cut the Senator off, but I do want to get back 
to the issue I am discussing here today—one of corruption—and I do not wish 
to argue the Dixon-Yates matter on its merits at this time. However, I will not 
interrupt the Senator. 

Mr. KNOWLAND. I will say to the distinguished Senator from Tennessee that 
he should disclose to the Senate and to the country that hearings, which were 
very prolonged, were held before the Joint Committee on Atomic Energy, and 
hearings have been held before the Committee on Appropriations. The Senator 
called a meeting of his subcommittee of the Judiciary Committee in the absence 
of the ranking minority members of the committee—— 

Mr. Keravver. Just a minute. 

Mr. KNOWLAND. I believe that the ranking minority member of the Committee 
on the Judiciary in a telegram to the Senator from Tennessee requested that he 
be given 1 week and that the matter be taken up next week. I am sure the Sen- 
ator from Tennessee would be the first to admit that he has not been entirely 
disinterested and an unprejudiced chairman in regard to the Tennessee Valley 
matter. It seems to me not at all unreasonable, from the standpoint of a sound 
public policy, that the minority should not be deprived of their representation 
in a hearing of this kind, where an effort is made further to embarrass the Presi- 
dent of the United States and the administration on a program about which there 
may be an honest difference of opinion, but which cannot truthfully be said to 
involve any corruption—a program by which the President was endeavoring to 
help the people of the valley of the Tennessee to meet their power requirements 
and one with respect to which I believe Congress should establish the basic policy. 

Mr. Keravuver. I should like to answer briefly the Senator from California. 
However, I do want to get back as soon as I ean to the thread of this story. 

In the first place, I should like to respond to the Senator’s suggestion concern- 
ing the committee. He usually has his facts entirely accurate, but this time he 
apparently has missed the boat. 

The chairman of the Committee on the Judiciary appointed a special subcom- 
mittee, composed of the Senator from North Dakota [Mr. Langer], a Re 
publican; the Senator from Wyoming [Mr. O’Mahoney]; and myself, to conduct 
a hearing on the subject and on matters growing out of it. The matter was taken 
up with the Senator from North Dakota [Mr. LANGER], who suggested that the 
hearing proceed. He was anxious that it be not held up. So the minority was 
consulted, and full agreement was reached with the minority. 

Mr. KNOWLAND. Mr. President, will the Senator from Tennessee yield at that 
point? 

Mr. Keravuver. I received a telegram from the Senator from Wisconsin [Mr. 
WILEY] on Sunday afternoon saying he hoped the hearing could be postponed to 
sometime when he could be present. 

I telegraphed him that he was not a member of the subcommittee designated 
to hear the matter. Request was made in the Senate to hold a hearing, and 
there was no objection. The Senator from Maryland [Mr. Burier] was present. 
I cannot see why the Senator from California would want the hearing held 
up when it was designed to bring out matters which the President of the United 
States, in August 1954, said he desired to have brought out. I should think the 
Senator would wish to cooperate. 

Mr. KNOWLAND. If the situation were reversed 

Mr. Keravuver. Mr. President, I have not finished answering the Senator from 
California. I shall not yield until I have finished. 

It is true that the whole matter has been debated, but it has not been in the 
light of all the facts. I am certain that the Senator from California would want 
a decision reached when all the facts are brought out, so that we could see who 
was involved, the background, and so forth. We have now struck an obstacle. 
We are having difficulty getting the facts. 

Mr. KNOWLAND. Mr. President, will the Senator from Tennessee yield at that 
point? In other words 

Mr. KEFAvvER. I refuse to yield until I have finished my answer. 

I am sure the Senator would agree that Mr. Wenzell was not mentioned in 
all the hearings and debate, although he played an important part in the matter, 
as both an officer of the First Boston Corp. and an employee of the Bureau of the 
Budget. If the minority leader can find in all the debate and in all the records 
any record of Mr. Wenzell, I will yield the floor and sit down now. I should 
think the minority leader would be very anxious to have a full disclosure made, 
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particularly when there is a very strong suggestion that the Criminal Code has 
been violated. 


Title 18, paragraph 434, of the Criminal Code, as the minority leader no doubt 
knows, reads as follows: 


“INTERESTED PERSONS ACTING AS GOVERNMENT AGENTS 


“Whoever, being an officer, agent, or member of, or directly or indirectly 
interested in the pecuniary profits or contracts of any corporation, joint stock 
company, or association, or any firm or partnership, or other business entity, is 
employed or acts as an officer or agent of the United States for the transaction 
of business with such business entity, shall be fined not more than $2,000 or 
imprisoned not more than 2 years, or both.” 

We have desired to find out about that. I do not think the Senator from 

California, honorable as he is, would want us to be deprived of information 
which w ould enable us to determine, whether the Criminal Code has been violated. 

Mr. KNowLanp. Mr. President, will the Senator from Tennesseee yield? 

Mr. Keravuver. I yield. 

Mr. KNowLANnpD. I think sound public policy is not being followed when the 
minority is deprived of representation in a chamber which-is divided 49 to 47. 
The ranking minority member of the Committee on the Judiciary was entitled to 
be consulted and his recommendation obtained before the subcommittee was 
appointed. I think it was a very highhanded move to appoint a committee and 
to start hearings without the minority having representation and without the 
ranking minority members of the full committee being given the courtesy of being 
consulted. If I were on the other side of the situation, having 49 votes to 47, 
I would not consider it proper treatment of the minority to have a committee 
engaged in a pursuit of this kind go ahead on an investigation of this sort without 
the minority being represented, and when the ranking minority member of the 
committee had requested a 1 week’s delay so that he could be present. I think 
that was a reasonable request. 

It is not at all unusual for both Democratic Presidents and Republican Presi- 
dents to hold inviolate certain executive papers which constitute interoffice 
memorandums. This history of this country, from the time of George Wash- 
ington until now, is replete with instances of the executive branch refusing to 
open up papers and documents to a general fishing expedition. 

Mr. KEFAUVER. I may say in response to the Senator that the Senator from 
North Dakota [Mr. LANGER] was chairman of the Judiciary Committee in the 
Republican Congress. The hearing was held with his consent and his knowl- 
edge. He was anxious for it to be carried on. I do not know that it is usual 
to hold up a subcommittee hearing to accommodate some Senator who is not 
a member of the subcommittee, particularly in view of the fact that the Senator 
from Maryland [Mr. But Ler], an able member of the Committee on the Judiciary, 
was present. I am certain he will verify the statement that if he desired to ask 
any question he was recognized for that purpose. 

If a suggested violation of the criminal code is involved, I should think the 
Senator from California would not wish any delay or any obstacle to be placed 
in the way of obtaining the information. That may be what the situation here is. 


Senator Keravcver. Just a little while ago, members of the com- 
mittee were informed of a statement issued by the White House which 
I will ask Mr. Keeffe to read the first page. 

Mr. Keerre (reading) : 

At the direction of the President, the White House today made public the fol- 
lowing letter from Herbert D. Vogel, Chairman of the Tennessee Valley Authority. 


The administration has consistently advocated the development of power facil- 
ities through local initiative and operation wherever possible. 


Senator O’Manronry. Read the heading, please. 
Mr. Kererre (reading) : 


Immediate release, June 30, 1955, James C. Hagerty, press secretary to the 
President, the White House: 

At the direction of the President the White House today made public the fol- 
lowing letter from Herbert D. Vogel, Chairman of the Tennessee Valley Authority. 

The administration has consistently advocated the development of power facil- 
ities through local initiative and operation wherever possible. 
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The President many months ago recommended that the city of Memphis de- 
velop its own powerplant to supply the needs of the people of that area for elec- 
tric energy. In the absence of any action by the city to accept this responsibility, 
the Federal Government made the necessary plans to provide adequate power 
facilities for the Memphis area. 

In the light of the notification by the city of Memphis to the Tennessee Valley 
Authority, the President has requested the Director of the Bureau of the Budget 
to confer promptly with the Atomic Energy Commission and the Tennessee 
Valley Authority to determine whether it is in the interest of the people of the 
area now to continue or to cancel the Dixon-Yates contract. 


Senator Kerauver. Without objection, the letter from General 
Vogel of June 30, 1955, to Mr. Hughes will be made a part of the 
record and printed in the record at this point. 

(The text of the letter dated June 30, 1955, is as follows:) 


TENNESSEE VALLEY AUTHORITY, 
Knogville, Tenn., June 30, 1955. 
Hon. ROWLAND HUGHES, 


Director, Bureau of the Budget, 
Executive Office of the President, Washington 25, D. C. 

DEAR Mr. HuGHeEs: By letter of June 28 we transmitted to you copies of a 
telegram and confirming letter, both dated June 23, 1955, from Thomas H. Allen, 
president of the Memphis Light, Gas & Water Division, and of our reply of 
June 28, 1955. In his telegram and letter Major Allen adviseed TVA of the 
decision of the Memphis Board of City Commissioners to proceed with con- 
struction of a generating plant of sufficient capacity to serve the needs of the 
city of Memphis. We replied to Major Allen that in the light of this decision, 
TVA’s power planning would proceed on the assumption that Memphis would 
handle its own load when the present contract between the city and TVA expires 
in 1958. 

In response to my letter Major Allen and Mayor Frank T. Tobey have advised 
that TVA has correctly construed Major Allen’s letter and telegram of June 23 
and that it is Memphis’ intent to provide the generating facilities needed to 
meet the power requirements of the Memphis distribution system, that they 
are proceeding to that end, and that the city will not seek a renewal of its 
present power supply contract with TVA when the contract expires in June 1958. 

Because of the decision of the city it will no longer be necessary for TVA 
to plan capacity installations to meet the load requirements of the Memphis area. 
Since the Dixon-Yates plant was proposed as a source of supply for the Memphis 
load, the city’s action eliminates the possibility of using its output in the Mem- 
phis area, and the transmission costs involved and other factors would make 
it impracticable for TVA to utilize MVGC power elsewhere on the TVA system. 
We believe, therefore, that no arrangements between the Atomic Energy Com- 
mission and the Mississippi Valley Generating Co. should any longer be predi- 
eated on the use of the MVGC plant as a source of supply to TVA. A formal 
resolution with regard to this matter was adopted by the TVA Board today, 
and a copy is enclosed for your information. 

Very truly yours, 
(Signed) Herrert D. VoceEt, 
Chairman of the Board. 


Senator Kerauver. Then a resolution adopted June 30 by the 
Board of Directors of the Tennessee Valley Authority which is 
attached to the White House release will be made a part of the record 
at this point. 

(The resolution adopted June 30, 1955, is as follows :) 


RESOLUTION OF BOARD OF DrrRecToRS OF TENNESSEE VALLEY AUTHORITY, 
ApOpTED JUNE 30, 1955 


Whereas the budget program for fiscal year 1955 which was submitted by 
TVA to the Bureau of the Budget included provision for the construction of 
a 450,000-kilowatt steam plant on the Mississippi River near Fulton, Tenn.; and 

Whereas the size and location of the proposed Fulton plant were determined 
primarily by the power requirements of the electric distribution system of the 
city of Memphis in Shelby County, Tenn. ; and 
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Whereas the arrangements between the Mississippi Valley Generating Co. 
(MVGC) and the Atomic Energy Commission (AEC) where subsequently pro- 
posed instead, whereby power purchased by the AEC would be delivered to TVA 
near Memphis; and 

Whereas the city of Memphis has advised TVA that it will not accept power 
generated at the MVGC plant, and therefore will proceed with its own generating 
plant to supply the requirements of the Memphis distribution system in Shelby 
County and that upon the expiration of its present power supply contract with 
TVA in June 1958 it will not seek a renewal thereof; and 

Whereas in planning future additions of generating capacity it will no longer 
be necessary for TVA to make provision for the power requirements of the 
Memphis area; and 

Whereas the locations of both the proposed TVA plant at Fulton and the 
MVGC plant were determined on the basis of the requirements of the Memphis 
load and neither plant could now be used for that purpose; and 

Whereas it would be impracticable because of the transmission distances 
involved and for other reasons to utilize MVGC power elsewhere on the TVA 
system: Therefore be it 

Resolved, That the Bureau of the Budget and the Atomic Energy Commission 
be advised of the facts and conclusions set forth above. 


Senator O’Manoney. Do you not think it might be well to sum- 
marize the contents of the letter from Mr. Vogel, Chairman of the 
Tennessee Valley Authority Board, and to summarize also the purport 
of the resolution? I make that suggestion. 

Senator Kerauver. You summarize in a very clear way, so you 
summarize it. 

Senator O’Manoney. It is important because the letter from Mr. 
Vogel to Mr. Hughes was released at the White House together with 
the statement of Mr. Hagerty and is therefore a part of that. 

This letter recites in fact that because of the decision of the city 
to build a municipal ownership plant the Tennessee Valley Author- 
ity has decided that it will no longer be necessary for the Tennessee 
Valley Authority to plan capacity installations to meet the load 
requirements of the Memphis area. 

Then it recites that since the Dixon- Yates was proposed as a source 
of supply for the Memphis load the action of the city has eliminated 
the possibility of using the output of the Dixon-Y ates plant, other- 
wise known as MVGC for that area, and the transmission costs and 
other factors involved would make it impractical to use that power 
at all. 

A formal resolution, Mr. Vogel advises, with regard to the matter 
was adopted by the Tennessee Valley Authority Board today, June 
30, and this resolution, which consists of numerous “whereas” clauses, 
ends with these two paragraphs: 

Whereas it would be impracticable because of the transmission distances in- 
volved and for other reasons to utilize MVGC power elsewhere on the TVA 
system: Therefore be it 

Resolved, That the Bureau of the Budget and the Atomic Energy Commission 
be advised of the facts and conclusions set forth above. 

The reason that I asked that it be summarized is because otherwise 
there would be no explanation of the instruction contained in the last 
paragraph of Mr. Hagerty’s statement to the Director of the Bureau 
of the Budget and to the Atomic Energy Commission and the Ten- 
nessee Valley Authority, namely that they have been requested to 
confer, that is to say, the Director of the Bureau of the Budget has 
been directed to confer promptly with the Atomic Energy Commission 
and the Tennessee Valley Authority to the Chairman whether it is 
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in the interests of the people of the area, meaning the area of Memphis, 
now to continue or to cancel the Dixon- Yates contract. 

Senator Kerauver. Thank you very much, Senator O’Mahoney, 
for summarizing it. I think that should be clearly stated and sum- 
marized for the record as you have done. 

Mr. Hughes, there has been a whole lot that has happened in this 
matter since we were together a few days ago. Do you want to tell 
us anything about it, what has taken place? 


STATEMENT OF HON. ROWLAND R. HUGHES, DIRECTOR OF THE 
BUREAU OF THE BUDGET; ACCOMPANIED BY WILLIAM F. 
McCANDLESS, ASSISTANT DIRECTOR FOR BUDGET REVIEW, AND 
ARTHUR B. FOCKE, LEGAL ADVISER 


Mr. Hueues. I think the record is fully developed as you have given 
it and as you can see from this instruction of the President we have 
got a job to do promptly, and we shall begin on that the first thing 
Monday morning. 

All I can say at the present without sufficient background of infor- 
mation to make any commitment is that this looks pretty solid. That 
is all that I can say at the present time. I would like, however 

Senator Krrauver. What do you mean by that, Mr. Hughes? 

Mr. Hucues. I mean it looks like a good solid operation to carry 
this through. 

Senator Krravuver. Do you mean the steam plants look solid or what 
looks solid ? 

Mr. Huaues. Solid to have Memphis take on its own job of build- 
ing the steam plant for its area needs. 

Senator Krravver. Do you mean it looks like it is pretty solid, the 
Dixon-Yates plant would not be needed ? 

Mr. Hueues. That is something which we can work out. That is 
one of the probable consequences, I would say, but I do not know at this 
time finally what that will work out. 

Senator O’Manoney. May I ask a question, that is, ask Mr. Hughes a 
question? I do this because having been a member of the Appropria- 
tions Committee I have frequently “had to seek the authori ity in law of 
appropriations that were recommended by the Bureau of the Budget. 
You know, of course, that the rules of Congress provide that no ap- 
propriation may be made unless there has first been passed a law 
authorizing the appropriation. 

Now, the last paragraph of Mr. Hagerty’s statement reads as fol- 
lows: 

In the light of the notification by the city of Memphis to the Tennessee Valley 
Authority, the President has requested the Director of the Bureau of the Budget 
to confer promptly with the Atomic Energy Commission and the Tennessee 
Valley Authority to determine whether it is in the interest of the people of the 
area now to continue or to cancel the Dixon-Yates contract. 

T should like to ask you, Mr. Hughes, if you know what statute en- 
acted by Congress and signed by the President authorizes the Director 
of the Bureau of the Budget, the Atomic Energy Commission, and the 
Tennessee Valley Authority to determine what is in the interests of the 
people of the area of Memphis? Is there not a municipal government 
down there that has that authority ? 
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Mr. Hueues. I do not know, because, as I say, this is brandnew to 
me. This particular wording I have not seen, but I do know that our 
job, of course, is not to pass laws for the Congress. 

We shall determine what recommendations to make. That is all 
we can do. 

Senator O’Manoney. I felt confident that that was your point of 
view. 

Mr. Hucnes. We have no other view, I assure you. 

Senator O’Manonery. I think it may be worth pointing out, Mr. 
Chairman, that the first sentence of the third paragraph of Mr. Hag- 
erty’s release reads as follows: 

The President many months ago recommended that the city of Memphis 
develop its own powerplant to supply the needs of the people of that area for 
electric energy. 

And that means, if it means anything, that at that time the Presi- 
dent was in favor of municipal ownership of electrical energy plants. 

Mr. Hucues. Pardon me, may I make a statement there? I do not 
think he was referring to anything more than the Memphis plant. 
I am not speaking for his policy, I mean, but I think that statement 
applies particularly to Memphis. 

Senator O’Manonry. I have no doubt of that, but it is preceded 
by the following sentence: 


The administration has consistently advocated the development of power 
facilities through local initiative and operation wherever possible. 

Mr. Hucues. That is very definitely so. 

Senator O’Manoney. So that sentence is susceptible definitely of 


the interpretation that the President when he made that, or that the 
administration, when it consistently advocated development by local 
initiative must have had municipal ownership as well as private own- 
ership in mind. 

Mr. Hucues. Oh, certainly. He makes no difference. Whatever 
the local community wishes to do, that is his desire. 

Senator Burter. Which, as a matter of fact, is the essence of the 
American system. 

Senator O’Manoney. Oh, sure. As an advocate of public power 
I just wanted to make it clear that Mr. Hagerty today has put him- 
self on that side. 

Senator Buruer. I think Mr. Hagerty will have something to say 
about that. 

Mr. Hueues. I do not think that is any change in the President’s 
position, because I have heard him advocate this many times. 

Senator Kerauver. Mr. Hughes, this hearing we have is not pri- 
marily for the consideration of the Dixon-Yates contract. It in- 
volves matters, negotiations, and reports growing out of the Dixon- 
Yates matter, but it does not involve directly whether the Dixon- Yates 
contract is a good thing or whatnot. 

This whole matter is supposed to come up next week here on the 
floor of the Senate. 

Can you tell us anything about the plans in that connection ? 

Mr. Huecnues. You mean with regard to an answer on this? 

Senator Keravuver. Yes. 

Mr. Huenes. Oh, yes; we expect to have it by then. 

Senator Kerauver. I mean, there is a request for a $614 million 
appropriation to build a transmission line. 
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Mr. Hugues. We would expect to have a definite recommendation 
with regard to that before that time. 

Senator Keravver. The Appropriations Committee is supposed to 
meet tomorrow, the full committee, to pass on the matter. 

Mr. Hucues. I do not know as we will have anything ready as 
quickly as that. What time tomorrow / 

Senator Krerauver. I understand at 10 o’clock, is it not? 

Mr. HuGues. No; we would not have it. 

Senator Kerauver. Would there be a request that consideration 
of it be deferred until you would have an opportunity ? 

Mr. Hueues. I do not think we would make any request, I mean, 
the situation is wide open. The committee knows what the situation 
is. 1 would think that it is within their discretion. 

Senator Kerauver. You think automatically it would await your 
decision on it? 

Mr. HucGues. It is at the discretion of the committee. 

Senator O’Manoney. You would not object to my interpretation 
that inasmuch as you have been instructed to confer with the Atomic 
Energy Commission and the Tennessee Valley Authority to determine 
whether to continue or cancel Dixon-Y ates, the Appropriations Com- 
mittee would or could not be criticized if it declined to make the 
appropriation at this time? 

Mr. HucuHes. We would make no—take no position on that at all. 
That is a matter for the committee to decide. 

Senator Krerauver. In other words, you are not going to fight for 
it, pending the time that the final decision is made in the matter ? 

Mr. Hueues. I think under these conditions we should take no 
position. 

Senator Kerauver. I see. Mr. Hughes, Senator O’Mahoney, and 
Senator Butler and I have conferred on this matter and our ioding 
is that we thought that we got you here under hardship, because you 
have a lot of appointments today and every other day during the 
week, that you have so fully explained, and with this coming on 
you have a lot of other matters to « onsider, so that we are not disposed 
to make your task any more difficult, and we want you to have full 
time to look into this new assignment, I mean, this new consideration 
that has been placed upon you by the President. So we have met 
and we feel that this is not the time to carry this hearing on tonight 
to any great length under those circumstances. 

I do think that I should point this out, that the purpose of this 
hearing was to determine whether or not the person allegedly rep- 
resenting a company, the First Boston Corp., and in the employ of 
that company had been allowed to use his influence to get business 
for his company; at the same time by being employed by ‘the Bureau 
of the Budget and the Atomic cnergy Commission as a consultant 
during that time. 

We are interested in that general principle. 

We are interested also in the public policy of having representatives 
of businesses that stand to profit or at least to get business, whether 
they profit or not, participating in meetings with Government officials. 

We are also interested in getting all of the facts about the genesis 
of this entire transaction, what happened in the beginning with the 
Tennessee Valley Authority that led around to the Dixon-Yates 
contract. 
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So that the committee feels that it must sometime inquire further 
and finish its hearings in connection with these important aspects 
of this problem. Undoubtedly, there will be additional light. 

I stand fully on the letter that I wrote to the President asking that 
additional information be furnished, that he make a further investi- 

gation. 

Our decision is to defer this hearing tonight in view of the heavy 
load and the developments here, perhaps, until a week from Monday 
or some other time that might be agreeable with the other witnesses, 
and with you. 

Senator O’Manoney. In order to make it definite and specific, I 
move that the committee recess at the call of the Chair. 

Senator Kerauver. Well, that motion will be agreed to, but before 
we recess there are some other witnesses who were asked to come here 
tonight. I think Mr. Paul Miller is here. 

Are you, Mr. Miller? 

Mr. Mniirer. I am, Senator. 

Senator Keravuver. Mr. Miller, will you be subject to call at any 
time? 

Mr. Mitrer. At your convenience, Senator; yes, sir. 

Senator O’Manoney. I did not know Mr. Miller had been called. 
Are there any other witnesses? 

Senator Krrauver. We had asked 5 or 6 employees of the Bureau 
of the Budget to be here. 

Senator Burier. They are here. 

Mr. Hucues. They are here. 

Senator Kerauver. They will be available at a later time if we want 
them. 

Mr. Huenes. Yes. 

Senator Krravuver. In the meantime, perhaps, there might be ne- 
gotiations with reference to some of these particular documents that 
have been involved, particularly with reference to the report of Mr. 
Wenzell of September 1953. And we have here a document which I 
will put in the record. Mr. Keeffe has made a digest of various things 
that were suggested and called for. 

Senator Burier. Is this by Senator O’Mahoney ? 

Senator Krravuver. By Senator O’Mahoney and by Mr. Keeffe 
and by me, which Mr. Hughes had tentatively agreed upon. We will 
put this in, and then the record will be transcribed and we will send 
a copy to Mr. Hughes as soon as it is available. 

Mr. Hueues. All right. 

Senator Krravver. Is there anything else, Senator O’Mahoney ? 

Senator O’Manoney. No, Mr. Chairman. 

Senator Krravver. Is there anything else, Mr. Hughes? 

Mr. Hucues. No; only one thing which I would just like to say, 
two sentences. In the speeches on ‘the floor of the Senate, I would 
just like to say that not being an expert in these matters I was 
completely sy mpathetic with the questions of philosophy in things 
you wanted to go into, but it was a little hard for me to believe all 
of the harsh things that were said about my morals, and so forth 
and so on, that they were really believed by people that I had been 
working with, and I just w anted to assure you that I have not changed 
my standards at all, in spite of that. 
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Senator Krerauver. Mr. Hughes, if you are referring to me, I sup- 
pose—— 

Mr. Hucues. You were not the only one, sir. 

Senator O’Manoney. You are not referring to me, Mr. Hughes? 

Mr. Hueues. I am not referring to anybody, just these facts of the 
statements. 

Senator O’Manoney. Since you have made the reference, I rather 
pride myself on being polite and factual in what I say. 

Mr. Hues. Good. 

Senator O’Mauonry. I said nothing to reflect upon your integrity 
or your morals, did I? 

Mr. Hvueues. I am not thinking of any particular thing. I just 
wanted to—— 

Senator O’Manoney. I interpret that as saying that you were 
thinking of nothing that I said. 

Mr. Huaues. At the moment I have no thought of anything that 
you said, sir. 

Senator O’Manoney. Thank you. 

Senator Krravver. Mr. Hughes, just what is it you took exception 
to that I said? 

Mr. Hueues. I am not taking a serious exception. I am just—I 
just wanted to state that I shall continue to conduct myself on as 
high a plane of moral integrity as it is possible for me to do. 

Senator Butter. Perhaps I can help you out, because I took excep- 
tions to some of the things that were said on the floor. 

Senator Kerauver. Senator Butler took exception. 

I think I should say that after all when you were here the day 
before you were very generous in what you were going to let our 
staff see, and then to have them come back at a little before noon, 
having met a stone door, and a letter from you, that the situation 
had changed entirely and is not exactly calculated to make one of a 
peaceful frame of mind. I may have been a little extravagant in some 
of the adjectives I used, Mr. Hughes. 

Senator O’Manonry. I suggest we are getting off the record. 

Senator Krravver. At this point I will place the statement pre- 
viously referred to in the sonnd 
(The statement is as follows :) 


REQUEST FOR SPECIFIC DOCUMENTS OF THE BupGeT BUREAU 


On page 8 Mr. Hughes prefaced his testimony with the statement that “the 
facts of the background of the power contract between the Atomic Energy Com- 
mission and the Mississippi Valley Generating Co., the Dixon-Yates contract, 
have been spread on the record by the administration with all pertinent sup- 
porting documents for all interested to see and I don’t know what I or anyone 
else can add to it.” 

But in reply to Senator Kefauver’s request for detailed memoranda, inter- 
office memoranda, letters, and other documents relating to the Dixon-Yates mat- 
ter, Senator Kefauver asked at page 8 and I quote, “Do you have any objection to 
their coming down and having them made available.” 

“Mr. HuGuHes. Not as a general thing. The only question we have; we are 
under certain instructions from the President with regard to interdepartmental 
communications and so forth, and we have to jibe it up with that. Whatever is 
necessary, we shall do in every way we can.” 

Later you said, on page 13, “I see no objection at the present time.” 

On page 15, Mr. Hughes, Senator Kefauver reiterated that he would send his 


staff down at 9 o’clock on Tuesday morning for the purpose of seeing “such 
records and information as are available.” 
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You answered, Mr. Hughes, and I quote, “I see no reason why it should not be 
cleared.” 

Senator Butler, on page 16 of the record, asked you and I quote, “If there is 
anything further, you do not object to its being disclosed, Mr. Hughes?” 

aie.” 

On page 25 I asked and I quote, “I asked you, do you have travel vouchers?” 

“Mr. Hueues. There will will be for those in which he has charged. Yes, sir. 

“Mr. KEEFFE. And we can look at those? 

“Mr. HuGHES. Certainly.” 

Your position here seems rather clear, does it not, Mr. Hughes? Are we 
guilty of misinterpretation? 

On page 28 I asked you whether a secretary was assigned to Mr. Wenzell, 
and, if so, did you know who she was? 

“Mr. HuGHEes. Not that I know, no. 

“Mr. KEEFFE. Can you find that out for me? 

“Mr. HuGHES. Yes, sir.” 

Is this personal classified material in line with the President’s most recent ob- 
jection, Mr. Hughes? 

On page 32, Mr. Hughes, referring to the reports written by Mr. Wenzell, San- 
ator Kefauver asked, “Will you furnish it to the committee.” 

“Mr. HuGHEsS. I see no objection to furnishing it to the committee.” 

On page 75, after Senator Kefauver had asked for the names of others who 
were present at the various conferences besides Mr. Wenzell and Mr. Miller, he 
inquired and I quote, “Will you give us your best information from the data you 
are able to obtain? 

“Mr. HueuHes. I will.” 

Finally, on page 93 of the record, Senator Kefauver asked, “Well, it is under- 
stood, so far as we are concerned, that any memoranda, any interoffice memo- 
randa, reports, letters, information pursuant to the President’s order or direc- 
tion of putting, letting anything, any information to be made public about this, 
they will have access to it. 

“Senator O’MAHONEY. Is that your understanding? 

“Mr. HuGuHEs. I understand the request of the chairman and I am going back 
and I will be ready tomorrow morning with answering that one. 

“Senator O‘MAnoney. And you will have statements or answers to the ques- 
tions? 

“Mr. Hueues. As far as I can see, I can see no reason.” 

Then you said, Mr. Hughes, “I have no purpose in hiding anything, despite 
the implications of some of the questions. I have no intention of hiding any- 


thing and I would not want to give incorrect information and I would not want 
to give misleading information.” 


Senator Kerauver. The committee will stand in recess tentatively 
until Monday a week, subject to the call of the Chair. 
(Whereupon, at 8:55 p. m., the subcommittee adjourned. ) 

















POWER POLICY—DIXON-YATES CONTRACT 


WEDNESDAY, JULY 6, 1955 


Untrep Srates SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 2:10 p. m., in room 
424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), Langer, and O’Mahoney. 

Also present: Senator Clinton P. Anderson; Senator Albert Gore ; 
Arthur John Keeffe, assistant counsel. 

The subcommittee will come to order. 

After conferring with Mr. Arthur Dean and Mr. Dooling, who are 
attorney s representing either Mr. Miller or Mr. W enzell, and we will 
identify them I: iter, we have decided to start. 

Senator O’ Mahoney and Senator Langer will be here in a minute, 
but these gentlemen said that it did not make any difference to them 
if we start now. 

The subcommittee is delighted to have with us this afternoon Sena- 
tor Anderson, the chairman of the Joint Committee on Atomic Energy, 
and, Senator Anderson, we will be glad if you will ask any questions 
at any time you wish of any of the witnesses. We appreciate your 
being here with us to help us get the facts about this matter. 

Senator Anperson. Thank you, Mr. Chairman. 

Senator Keravver. This is a continuation of our effort to try to get 
the true facts about the Dixon- Yates contract. 

The latest development in this matter is that Attorney General Her- 
bert Brownell has ordered FBI agents to find out the facts about 
Memphis’ plan for building a city-owned electric-generating plant. 
The United Press today carr ried the news that Maj. Thomas H. Allen, 


president of the Memphis light and gas, water division, has opened 
all files to the FBI. 


Senator Langer, we are glad you got here. 
Senator Lancer. I am sorry I had to be late but I was held up by 
the Refugee Subcommittee. 


Senator Kerauver. I was just reading a very short preliminary 
statement. 

Major Allen has opened all files to the FBI. I am also informed 
that permission has also been given to the FBI to talk to any persons 
connected with the gover nment of the ¢ ity of Memphis or the Memphis 
light, gas, and w ater division. 

This is in startling contrast, I may say, to the reception that the 
counsel and staff members of this subcommittee received when they 
went to the Budget Bureau last week to examine files in connection 
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with the Dixon-Yates contract. There they found the door closed. 
Not only were they refused permission to see the documents but the 
subcommittee was later denied the right to question any members of 
the Budget Bureau staff with the exception of the Director or whom- 
ever he might designate. 

However, the contrast is understandable because the city of Mem- 
phis has nothing to hide in connection with this matter. From the 
beginning they “have forthrightly said that they were opposed to 
Dixon- Yates, would not accept the power, and have made it quite clear 
that they would build their own plant. 

The Chair finds it distasteful that the Attorney General of the 
United States has ordered the FBI to conduct an inquiry into the good 
faith of the mayor and city commission of Memphis, who voted 
unanimously to build a plant after the Tennessee Legislature had 
passed enabling legislation with no dissenting vote authorizing the 
bond issue to accomplish this construction. 

This Dixon-Yates matter has got the Atomic Energy Commission 
into politics, the Securities and E xchange Commission into politics, 
and now apparently they are trying to get the FBI into politics. 

This is clearly outside the juz ‘isdicti tion of the FBI; it is a misuse 
of the FBI; and in executive session after this meeting the matter will 
be discussed. 

The FBI was created to make criminal investigations and of secu- 
rity risks as directed by Congress. I know of no authority to employ 
this criminal investigative agency to investigate intentions of city 
officials. In any event, it is unwise policy—a policy which can only 
do harm to a great agency which has always had bipartisan support. 

Now, the subcommittee has this afternoon two w itnesses, Mr. 
Adolphe H. Wenzell and Mr. Paul Miller. 

Senator Lancer. Mr. Chairman, before you proceed with them, 
I want to say that I join with you wholeheartedly in your statement. 

Senator Kerauver. Thank you. 

Senator AnpERson. Mr. Chairman, may I add there that the Joint 
Committee on Atomic Energy was not able to get the FBI to go into 
a_case which looked like an ‘espionage case very recently. I am glad 
to see that the people in Memphis are apparently of a more criminal 
aspect than a case which we had been investigating for many weeks 
which seemed to involve the passing of restricted information to 
nationals of another country. 

Senator Kerauver. That is very interesting, Senator Anderson. 

I think it might be pointed out that I have always understood that 
when the purport of a document is going to be considere 1 
is in connection with Memphis—that it is always done by the district 
attorney and by lawyers and not by criminal investigative agencies. I 
appreciate the comments and the backing of Senator Langer and of 
Senator Anderson in my remarks about this matter. 

Senator Lancer. I might state that in the Monopoly Subcommittee 
last year, Mr. Davis was counsel for the committee, and I had exactly 
the same trouble in getting information. I could not get copies of 
the contracts, as you “know. You were a member of that committee 
and you remember the difficulty that we had. 

Senator Krravuver. Yes; I remember that very well. But this sub- 
committee will get information the hard way, if that becomes neces- 

sary, and it seems that it is necessary. 
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Now, we are interested in the precise role played by all parties in 
connection with the Dixon-Yates contract and we have these gentle- 
men present for the purpose of examination as to their activities in 
connection with this contract. 

Senator Langer, do you or Senator Anderson wish to make any 
preliminary statement ¢ ? 

Senator Lancer. Nothing on my part, Mr. Chairman. 

Senator Anperson. I have none, Mr. Chairman. 

Senator Keravuver. Senator O’Mahoney will be here shortly, I am 
informed. 

Mr. Dean, you are Arthur H. Dean? 

Mr. Dean. Yes; I am, Senator. 

Senator Kerauver. Mr. Dean, you are a partner in the law firm 
of Sullivan & Cromwell, of New York City? 

Mr. Dean. That is correct. 

Senator Keravuver. And, Mr. Dooling, what is your first name? 

Mr. Dooitne. John Dooling. I am likewise a partner in Sullivan 
and Cromwell. 

Senator Keravver. We are glad to have you distinguished lawyers 
with us this afternoon, and do you gentlemen represent Mr. Wenzell 
and also Mr. Miller? 

Mr. Dean. Yes; we do, Senator. 

Mr. Mitier. They are our regular counsel, Senator. 

Mr. Dean. Mr. Chairman, I simply want to say that we are de- 
lighted to be here and Mr. Miller and Mr. Wenzell are prepared to 
testify freely and without reservation to any and all questions that 
any of the Senators may wish to ask. They are very happy to be 
here and to testify and all of our records are freely at your disposal, 
and if there is anything we can do in any way to cooperate with the 
subcommittee we are very happy to do so. 

Senator Kerauver. Thank you very much, Mr. Dean. 

We are glad to find somebody whose records are freely at our 
disposal. We have had a hard time with some other people. 

Mr. Miller, I do not think your testimony will be particularly long, 
so we are going to have you as our first witness. In accordance with 
the general rule of this committee, not that we have any question 
about your telling the truth, but we do swear all of our witnesses. 
So if you will raise your right hand. 

Do you solemnly swear, sir, the testimony you give this committee 
will be the whole truth so help you God? 

Mr. Mixer. I do. 






TESTIMONY OF PAUL L. MILLER, VICE PRESIDENT, FIRST BOSTON 
CORP.; ACCOMPANIED BY ARTHUR H. DEAN AND JOHN F. DOOL- 
ING, JR., FIRM OF SULLIVAN & CROMWELL 


Senator Krrauver. Mr. Miller, I might ask you a few preliminary 
questions for identification, and then I will ask Mr. Keeffe to take over. 

In the first place your name is Paul L. Miller? 

Mr. Miuier. Yes. 

Senator Kerauver. Mr. Miller, what is your address? 

Mr. Mitier. My home address is New Vernon, N. J. My business 
address is care of the First Boston Corp., 100 Broadway, New York 5. 
Senator Kerauver. That is a suburb of New York City? 
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Mr. Miuirr. Yes, sir; it is just outside of Morristown. 


Senator Krrauver. And how long have you been with the First 
Boston Corp. ? 


Mr. Miner. Since February 1946. 

Senator Krerauver. And the principal office of the First Boston 
Corp. is 100 Broadway, New York City ? 

Mr. Mirter. Yes, sir. Our largest office is located there. We have 
other offices. 

Senator Kerauver. Is that in the so-callea Wall Street section of 
New York City? 

Mr. Mitier. It is in the downtown area. 

Senator Krrauver. In the downtown area. So the First Boston 
Corp. is not some little rural bank up in Boston, is it, Mr. Miller? 

Mr. Miniter. Well, I do not feel that we should call all the Boston 
banks rural necessarily, but our headquarters is in New York. 

Senator Krerauver. Yes, sir. And in addition to that you have 
offices at Boston, Pittsburgh, Cleveland, Philadelphia, Chicago, ana 
San Francisco? 

Mr. Miuter. I believe that is right, sir. 

Senator Keravuver. Do you have others? Are those all of them. 

Mr. Mituer. I can look at the list. I believe that is all of our 
offices, sir. 

Senator Keravver. And the First Boston Corp. is a so-called in- 
vestment banking firm. Is that true? 

Mr. Miter. Yes, sir. 

Senator Krerauver. Arranging for the financing of bond issues and 
stock issues of various enterprises ? 

Mr. Miter. Yes, sir. 

Senator Keravver. Utilities, toll roads, and things of that sort? 

Mr. Miter. Yes, sir. Our activities are rather broad. They cover 
all that that you have described. Also financial advisory services, 
supplied to managements or authorities in trading in outstanding 
issues of Government bonds and all types of corporate securities and 
municipal securities. 

Senator Krerauver. And how long have you been with the First 
Boston Corp. ? 

Mr. Miter. Since February 1946, sir. 

Senator Kerauver. And what is your specialty with them? 

In the first place, are you an officer? 

Mr. Miter. I am a very junior officer, Senator. My title is assist- 
ant vice president. 

Senator Kerauver. Assistant vice president ? 

Mr. Miter. Yes, sir. 

Senator Kerauver. How many assistant vice presidents are there? 

Mr. Miter. I really don’t think I know. I think they are reason- 
ably numerous, Senator. 

Senator Keravuver. Well, you mean 25 or 50? 

Mr. Mier. I think 25 might be a good guess. 

Senator Kerauver. What is your spec iality with the First. Boston 
Corp. What particular line of work do you do, Mr. Miller? 

Mr. Miter. I am in what we designate as our buying department. 
That department handles the financial advisory services that we render 
to corporations as opposed to any we may render to authorities and 
municipalities. It handles the origination of any new security issues 
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in negotiation with managements. My principal work has been in 
connection, principally, by circumstance, since we do not specialize 
among industries, but my principal work has been with industrial 
companies and | have done a considerable amount of work on direct 
placements, as we call them, which is in the sale of securities to insti- 
tutional investors. 

Senator Kerauver. Institutional investors like life-insurance com- 
panies and things of that sort ? 

Mr. Mitier. Pension funds, et cetera. 

Senator Kerauver. In other words, Mr. Miller, your speciality is in 
originating new security issues that, if a company wants, or two com- 
panies want to join together, or if a company wishes to get financing 
for some purpose, you ‘help them work out the plan and get the busi- 
ness and then help place it with some insurance companies or other 
people who will finance it? Is that your business? 

Mr. Miter. That is one phase of it; yes, sir. Of course, we all 
lo—-— 

Senator Kerauver. Just as an example, Mr. Miller, you were one 
of the chief officers of the First Boston Corp. in working out the 
so-called OVEC financing ? 

Mr. Mitter. Yes, sir, the Ohio Valley Electric Corp. 

Senator Keravver. And the Ohio Valley Electric Corp. was a situ- 
ution where several utility companies joined together in formation of 
Ohio Valley Electric Corp. and issued bonds or debentures or securi- 
ties in a substantial amount, 300 to 350 million dollars, and you help 
work that out and then placed them with Metropolitan and other 
insurance companies. 

Mr. Miter. Yes, sir. I believe the mortgage bonds in that case 
were placed with 37 institutional investors. 

Senator Krravver. But Metropolitan was the largest one partici- 
pating to the extent of more than $100 million. Is that not correct ? 

Mr. Mitier. Yes; they were. I believe their maximum commit- 
ment. was $125 million. 

Senator Krerauver. And you arranged all of the details and worked 
that out. Is that correct ? 

Mr. Miter. I worked on it all the way through, sir. 

Senator Keravuver. That is the kind of thing that is your specialty, 
as I understand it. 

Mr. Minuer. That is one of the types of things I work on. We 
have other people who ne the same work and I do other work also. 

Senator Krrauver. I do not want to ask you the details of your 
salary but if you could give us some idea of the range of what you 
are paid—are you paid a salary or commisison, or how do you work 
it? 

Mr. Miirr. I am paid a salary plus a year-end adjustment in the 
following year applicable to the year under consideration, which 
we call adjusted compensation. 

Senator Keravuver. According to the amount of business that you 
brought in or handled ? 

Mr. Munir. I would be very pleased to know the real basis on which 
our adjusted compensation is paid. 

65950—56—pt. 16 
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Senator Krrauver. At any rate, remotely it is supposed to have 
something to do with how much good you do your company during 
that year. Is that not correct? 

Mr. Miter. I am afraid the connection is remote. 

Senator Krrauver. But, anyway, that is the theory of the ad- 
justed compensation. 

In this Ohio Valley Electric matter, that contract was signed by 
these utilities and they issued bonds and you placed them with insti- 
tutional investors and you received a fee of $150,000 for your work. 
Is that correct ? 

Mr. Miter. That is correct. 

Mr. Kererre. And $20,000 for expenses. 

Mr. Mutter. That is correct. 

Senator Kerauver. And that was for the purpose of defense of 
the country and the power furnished directly to the Atomic Energy 
operation at Portsmouth, Ohio? 

Mr. Miter. Yes. It was contemplated all the power would go to 
the Atomic Energy Commission. 

Senator Kerauver. So there was not any power system and inter- 
mediary in that matter. It was power furnished directly to the 
Atomic Energy Commission at Portsmouth, Ohio? 

Mr. Miter. That is my understanding of it; yes, sir. 

Senator Krravuver. Mr. Miller, when was the OVEC matter con- 
summated ? 

Mr. Mitier. When were the contracts signed actually ? 

Senator Kerauver. Yes. When did you place the securities? 

Mr. Miter. Well we worked on the matter for about 2 years, Sen- 
ator. It is my recollection that the active negotiations took place with 
the institutional investors in August and September of 1952. I be- 
lieve the contracts were signed with the institutional investors for 
the purchase of the bonds in August of 1953. 

Senator Krravuver. And have you handled similar propositions of 
that sort ? 

Mr. Mitter. I do not think we have ever handled—I believe that 
is the largest issue of public utility, at least securities, other than the 
telephone company that there has ever been. I do not believe we 
have ever had a transaction in our eater which was as large 
or as complex. 

Senator Kerauver. Well I am not talking about the size. I mean, 
you have handled other similar transactions where you placed bonds, 
or what not, with institutional investors? 

Mr. Mier. Yes; although they were much less extensive, I believe. 

Senator Keravuver. Yes. How is your fee usually calculated in 
those transactions that you handle? 

Mr. Mitzier. You mean to what do we relate it? 

Senator Kerauver. Yes. Is it on a percentage basis or is it the 
amount of work done? 

Mr. Miter. We normally consider fees in terms of percentage of 
the principal amount of securities on a direct placement type of trans- 
action. 

Senator Kerauver. Some percent of the amount of securities 
placed ? 

Mr. Miter. Yes,sir. Those are normally in the range of a quarter 
to 1 percent depending upon a great variety of factors. 
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Senator Kerauver. Well, the First Boston Corp. is in business to 
make money, is it not, Mr. Miller ? 

Mr. Miuier. That is our function. 

Senator Kerauver. And you have numerous stockholders. The 
stock in the corporation is held es ? 

Mr. Mitier. Yes, sir. We have, I believe, over 9,000 stockholders. 

Senator Kerauver. Something over 9 000 stockholders ? 

Senator O’Manoney. Mr. Chairman, since you brought up that 
question of stockholders, do you have any corporate stockholders ! 

Mr. Mixer. Any corporate stockholders? Well I am sure we must 
have, Senator. Ido not know of any. 

Senator O’Manonry. What is the proportion of individual stock- 
holders and the proportion of corporate stockholders ? 

Mr. Mitter. I don’t have accurate information on that at hand. I 
believe that we would have a very high proportion of individual 
stockholders. 

Senator O’Manonry. What corporations hold stock in the First 
Boston Corp.? Do you know of any? 

Mr. Miuuer. I do not know any by name, although I am sure there 
must be some. 

Senator O’Manonry. Who is the controlling stockholder ? 

Mr. Mutter. I do not believe we have a controlling stockholder. 

Senator O’Manoney. Does any group hold as much as 30 percent 
of the stock of the company ? 

Mr. Miter. No, sir; not to my knowledge. 

Senator O’Manoney. Now, are the officers stockholders? 

Mr. Mixer. I believe a great many of our officers are stockholders. 

Senator O’Manoney. Have you seen the annual report ? 

Mr. Mitierr. Yes; I have. 

Senator O’Manoney. Does that show the amount of stock that is 
held by the various officers ? 

Mr. Mixer. No; it does not, sir. 

Senator O’Manoney. Who is the president ? 

Mr. Mitier. The president is James Coggeshall, Jr. 

Senator O’Manoney. Is he associated with any other financing 
company ? 

Mr. Mixer. I believe not, sir. 

Senator O’Manoney. Is the management of First Boston wholly 
devoted to First Boston and no other affiliate or associate or competi- 
tive company ¢ 

Mr. Miter. Yes, sir. 

Senator O’Manoney. They have no associations of any kind with 
any other group of financial operators ? 

Mr. Miter. I cannot think of any connection with any other 
financial organization. 

Senator O’Manoney. Where was the charter issued ? 

Mr. Mituer. We are a Massachusetts corporation. 


Senator O’Manoney. Can you furnish the committee with a copy 
of the charter ? 


Mr. Miuuer. I am sure I can. 


Senator O’Manoney. Will you be good enough to do that? 
Mr. Miter. Yes, sir. 


Senator O’Manonry. Thank you, Mr. Chairman. 
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Senator Krravver. Mr. Miller, will you file as an exhibit the state- 
ment there of the First Boston Corp., the annual report ? 

Mr. Miter. This is the annual report of the First Boston Corp. 
for the year 1954. I will be glad to furnish that. 

Senator Krravuver. Have you got out any report since that time? 

Mr. Miiter. I believe the answer is that we have not. I think 
there is about to be a 6-month statement. 

Senator Kerauver. Well, send that if it comes out soon to us, too. 

Mr. Miter. I will be glad to. 

Senator Krravver. This will be made an exhibit and will not be 
copied into the record, without objection. 

Mr. Kerre. There came a time, did there not, Mr. Miller, on or 
about January 18, 1954, when you received a telephone call from Mr. 
Wenzell ? 

Mr. Minter. On January 19, 1954. 

Mr. Kerere. Are you sure of that date, Mr. Miller? 

Mr. Miter. Yes; I am. 

Mr. Keere. Are you certain that the date you received the phone 
call was the 19th? 

Mr. Mitter. Yes, sit 

Mr. Keere. What time on the 19th, and how are you sure of it? 

Mr. Mitter. [ have reconstructed it from the fact that I took a trip 
the next day. 

Mr. Krere. Were you in Washington on the 19th ? 

Mr. Minter. No, sir; I was in New York on the 19th. 

Senator ANbeRsoN. Mr. Chairman, I would just like to submit 
for the record the registration of visitation at the Atomic Energy 
Commission showing that Paul L. Miller, of New Vernon, N. J., rep- 

resenting the First “Boston Corp., came in at 4:11 on January 19, 
1954, checked out at 5:25 that afternoon, visited Mr. Walter Williams, 
and was escorted out by Mr. McKenzie, for whatever interest it might 
be to the committee. 

Senator Keravuver. Senator Anderson, may this be made a part of 
the record ? 

Senator AnpERsoN. There [demonstrating] is the time stamp of 
the Atomic Energy Commission on the record, so there is no possi- 
bility that it may ‘be changed. 

Sénator Keravver. This will be made a part of the record. 

(The material referred to is as follows :) 
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Senator Keravver. It seems he had with him a briefcase. 

Does it show he was accompanied by Mr. Wenzell, Senator? 

Senator Anperson. It does not show that he was accompanied by 
Mr. Wenzell on this list. Mr. Wenzell signed in at the same time, 
at 4:11 on the same day, and I will be happy to submit that when he 
takes the stand. 

Does that refresh your recollection, Mr. Miller? 

Mr. Miiirr. I am sorry but it does not. 

Senator Anperson. Could you identify your signature? Is that 
your signature ¢ 

Mr. Mitrer. Yes, sir. 

Senator Anperson. Are you sure? 

Mr. Mituer. I am not sure. My recollection, as I stated, is that 
Mr. Wenzell called me late on the 19th and I was under the impres- 
sion I met him on the 20th. 

Senator Anperson. You said you reconstructed on the records of 
your trip. 

Mr. Mitier. I found the expense account only for the period of the 
evening of the 19th. I don’t recall how I came to Washington, whether 
I flew down and stayed a or whether I came down on the train. I 
don’t remember exactly. I don’t believe it is necessary to check into 
that. I presume I came down in the afternoon of the 19th. My recol- 
lection up to this point has been that I came down on the evening of 
the 19th and my first and only meeting at the Atomic Energy Com- 
mission was on the 20th. 

Mr. Keerre. Laying aside the dates, Mr. Miller, after you received 
the telephone call from Mr. Wenzell, you came to Washington the 
next day. Your recollection is clear on that? 

Mr. Mitter. That is my recollection; yes, sir. 

Mr. Keerre. Now let’s stay with the 18th for a minute. Will you 
tell the committee what Mr. Wenzell said to you on the telephone on 
the 18th and what you said to him, and please be complete. 

Mr. Mitier. Whether it was the 18th or 19th—my recollection was 
the 19th 

Mr. Krerre. Unless you came to Washington on the same day that 
Mr. Wenzell called you, it must have been the 18th, Mr. Miller, from 
the record. 

Mr. Miter. I believe that is correct. 

Mr. Keerre. Let’s not quarrel about it. 

Mr. Mitier. I know I came down very rapidly because I did not 
have a clean shirt with me. 

Mr. Keerre. You might have come on the 19th; you might have 
come the same day. 

Mr. Miter. I might have; this would indicate it. I have difficulty 
reconstructing what Mr. Wenzell said to me on the telephone. 

Mr. Krerre. Will you do your best? 

Mr. Minter. He merely stated, to the best of my recollection, that 
there were meetings scheduled for the 20th at which utility execu- 
tives were going to be present. I do not recall whether he stated 
where the meetings were going to be held. He stated that the utility 
executives were going to “be in W ashington for the purpose of dis- 
cussing a possible proposal for the supply of power, electric power, 
and he asked me to be available in the event anything came up on which 
my reputed knowledge of the Ohio Valley Electric Corp. transaction 
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could be useful. On the basis of that call I came to Washington. 
That is about all I can reconstruct of it. 

Mr. Keerre. Did he say to you that there might be a requirement 
tor money / 

Mr. Murer. I believe not. 

Mr. Keerre. Was not that your testimony before the SEC ? 

Mr. Miruerr. I believe my testimony 

Mr. Kerrre. It is on page 681. 

Senator Kerauver. Just read what he said. 

Mr. Minter. I believe that my testimony was that I assumed that 
if anyone was going to put up a large supply of power, money would 
be required. 

Mr. Keerre. Here is your answer to the question: 


Question. Did he state to you he had wanted you to be with him? 
The answer on page 681 at the SEC: 


I think he was considering that if you are going to build an electric plant 
there might be a requirement for money and probably that he wanted to make 
use of whatever familiarity I had with the OVEC transaction in the event that 
financing was discussed. 

That is substantially it? 

Mr. Miter. I think that is substantially what I have just said. 

Mr. Kerrre. One more point on the telephone call. 

Was there any suggestion to you in the telephone call by Mr. Wen- 
zell as to whether he was asked by Mr. Hughes or anyone connected 
with the Budget Bureau for you to come? 

Mr. Minar. My only recollection of it, Mr. Keeffe, was that Mr. 
Wenzell felt it would be a good plan if I were to be there to aid him 
in his job. 

Mr. Keerre. On the 19th you came? 

Mr. Mixer. It appears that way. 

Mr. Keerre. And on the 19th 

Senator ANpeRSON. Well, could we not clear that up, if you do not 

ind? 

Did you file an expense statement to your company ? 

Mr. Mitrer. Yes, I did. 

Senator Anperson. Did that show whether you traveled by rail 
or by plane? 

Mr. Mirter. I have not checked it in that much detail but I would 
be glad to. 

Senator ANperson. Did you travel by plane or by train? 

Mr. Mixirr. I don’t recall, Senator; I can check that. 

Mr. Krerre. Mr. Dean, may we have that expense voucher ? 

Mr. Dean. Yes, sir. 

Senator Keravuver. Do you have that expense voucher with you? 

Mr. Dean. No: we do not have anything with us, but anything you 
want we will give you. 

Mr. Keerre. Mr. Miller, on the 19th 

Senator Kerauver. Well, just a minute, Mr. Keeffe. Mr. Miller, 
you said you came down as rapidly as you could, did not even have 
an extra shirt. 

Mr. Mitier. I said that my major recollection was that I wore a 
dirty shirt all day of the 20th. 

Senator Kerauver. Did you come down in a hurry? 
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Mr. Mitier. I was asked to be here on the 20th. That was my 
recollection. I did not have any recollection of being in Washing- 
ton on any other day than the 20th. 

Senator Kerauver. And your company was paying your expenses 
and your sal: ary and you hoped to get some business down here. Was 
that the idea 

Mr. tome I had no such hope. I do not believe there was any 
business at that point, Senator. I had been asked to come down by 
Mr. Wenzell who was one of our senior officers. 

Senator O’Manoney. Did you have any intimation as to what the 
hurry was for? 

Mr. Miuier. My recollection of it, sir, is that the meetings were set 
up for the 20th and I wanted to be down here for those meetings. 
That is, Mr. Wenzell wanted me to be present for them. 

Senator O’Manonery. I would say that you are a gentleman that 
travels with a change of linen, so that the fact that you had to come 
without a change made so great an impression upon you that you 
remember that now. I suggest to you that perhaps you may also 
remember what Mr. Wenzell thought was the great need of your 
hastily arriving in Washington. 

Mr. Murr. I have given you my best recollection on it, sir, which 
is he thought that there might be discussions during the meetings on 
the 20th at which I could be helpful to him because of my bae ‘kground 
in the Ohio Valley transaction, and he asked me to come to Washing- 
ton and I came. 

Senator O’Manoney. Did he tell you that you ought to come right 
away ¢ 

Mr. Miuurr. He asked me to be available for those meetings. 

Senator O’Manonry. Well, did he tell you to come immediately ? : 

Mr. Mituer. As I testified earlier, I was under the impression that 
the call was on the afternoon of the 19th, which is reasonably short 
notice. Apparently that was not the case because I seem to have been 
down here on the 19th. 

Senator O’Manoney. Well, I was just trying to find out whether 
any other impression was made upon your mind. 

Mr. Miuier. I don’t have any recollection of his stressing urgency 
or speed although he certainly wanted me to be present on the 20th. 

Senator O’Manonry. Thank you very much. 

Senator Kerauver. Mr. Miller, you are paid a substantial salary by 
your company ; are you not ¢ 

Mr. Mitier. That is subject to definition, Senator. 

Senator Keravver. Well, looking at you and seeing how you are 
a capable man, I would imagine that you are. So th: at when you go 


on company business you are naturally looking after the interests of 
your company; are you not ¢ 


Mr. Mitier. That is a logical conclusion; yes, sir. 
Senator Keravuver. If you do not go on company business you do 


not charge the expense account up to your company; do you? 
Mr. MI LER. That is correct. 


Senator Kerauver. You charged this expense account and you were 
down here on company business. Is that correct ? 

Mr. Mituirr. As it turned out the business eventuated ; there was no 
business when I got here. We make many trips that don’t result in 
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any business. In this case I had been asked to come down to aid Mr. 
Wenzell in his function. It has been well explored. 

Senator Kerauver. Mr. Miller, when you place securities with in- 
surance companies and consummate a contract you get paid for it? 
Your company does; does it not? 

Mr. Mriuuer. Usually. 

Senator Kerauver. Well, just name the ones that you have consum- 
mated all the way through in which the First Boston Corp. received 
no compensation whatsoever. 

Mr. Mitier. The only one that comes to my mind, Senator, is this 
transaction which has not been consummated. 

Senator Kerauver. How many have you handled for the First Bos- 
ton Corp. in your 8 years with them? 

Mr. Mitirr. I wouldn’t put a specific number but there would be a 
considerable number. I think 25 would be a reasonable number to 
guess. 

Senator Kerauver. And the purpose of handling them is to make 
a fee. Is that the purpose? 

Mr. Mitter. That is part of our overall business in which we are 
in business to make money. 

Senator Kerauver. And outside of this current one you have never 
handled one in which it went all the way to consummation that did 
not make some money ; have you? 

Mr. Minter. In my experience; no, sir. 

Senator Kerauver. Well, you would not be doing your company 
much good if you handled them free; would you? You are not in a 
humanitarian W ork; are yous 

Mr. Minter. No. I say we are in business to make money and that 
does not necessarily mean that we are in business for the fast buck. 
We are in business also to retain capacity to earn for our stock- 
holders, and this transaction had a special aspect to it which made 
our management decide at a very early date, in 1954, that we would 
not accept any fee for the Mississippi Valley financing. 

Senator Kerauver. In other words the advertising value, the fact 
that your company got the business and handled the business is of 
some value to your company ¢ 

Mr. Mixer. Well, sir, I would think that the best way I could 
describe our thinking, although I am sure you will realize that I am 
not the management of the First Boston Corp., this was a matter 
which we considered in the public interest. It was a constructive 
piece of financing. It showed the potentiality of being a large piece 
of financing, an “interesting piece of financing which would attract 
notice among private utility executives, and we were very glad to be 
associated with it whether we got a fee or not. 

Senator Keravuver. In other words you thought it might build 
up your reputation for other business or maintain your reputation. 
You already had a good one. 

Mr. Murr. I certainly do not think it would do us any harm 
to be associated with a large constructive, as we viewed it, piece of 
financing. 

Senator Krravuver. I am interested, Mr. Miller, in the public- 
service aspect. You said that you thought you would be rendering 
a public service. Is that part of your testimony ¢ Y 
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Mr. Mitter. I believe I said we considered the financing in the 
public interest; yes. 

Senator Kerauver. In the public interest ? 

Now the financing here was for the purpose of financing the con- 
struction of a steam plant to furnish electricity to the Tennessee 
Valley Authority. 

Mr. Mirier. We did not look at it in that light, sir. We believed 
that this power requirement which in effect was going to go to the 
Atomic Energy Commission, I believe was a very common practice 
of displacement. 

Senator Kerauver. Although, Mr. Miller, not arguing the tech- 
nicalities, the steam plant was going to be financed and built for the 
purpose of furnishing electricity to the Tennessee Valley Authority 
at Memphis; is that not correct 

Mr. Miter. That is correct; yes, sir. 

Senator Kerauver. And you felt that was a great public service, 
that you did not want to charge a fee for it ? 

Mr. Mitier. Well it was not our decision. 

Senator ANpersoN. Whose decision was it? 

Mr. Mitter. Well, as far as I know, the decision, and my knowledge 
is not very deep on this, the first knowledge I had of any decision 
was when I later read a paragraph in the President’s budget 
message—— 

Senator ANDERSON. You later read it? 

Mr. Miter. Yes, read it. 

Senator ANperson. Did he make the decision ? 

Mr. Miier. I do not know who made the decision. The Presi- 
dent’s budget message contained a paragraph which I believe related 
to this matter, and it stated that they were looking for other sources 
of power. 

Senator Anperson. And that was the first you decided that you were 
not going to charge a fee? 

Mr. Murer. It did not arise at that point. We had no question of 
even thinking about a fee. 

Senator Anperson. When did it arise? 

Mr. Mixter. As nearly as I can place it, early May of 1954, when 
we were retained by Mr. Dixon. 

Senator O’Manoney. You said “retained”? 

Mr. Mitier. We were requested to do the business. 

Senator O’Manoney. But when you said “retained,” did you mean 
what you said? When you are retained that implies compensation. 

Mr. Miizer. Well, I should not have used the word because there 
was no discussion of it at that time. He requested us to act as the 
agent. 

Senator O’Manoney. Who made this request ? 

Mr. Mitter. Mr. Dixon. 

Senator O’Manonry. Mr. Dixon made the original request? 

Mr. Miter. That the First Boston Corp. act as an agent of Mis- 
sissippi Valley Generating Co. in raising the money. 

Senator O’Manoney. And when did you get that request ? 

Mr. Miter. The best we can figure it out it was in early May, ap- 
proximately May 10, 1954. 

Senator O’Manoney. Had you read the President’s budget mes- 
sage by that time? 





88 POWER POLICY 


Mr. Mitter. I had been aware of this paragraph to which I refer— 
Tam afraid I cannot quote it for you. 

Mr. Kerrre. To place that in time, you are talking about the budget 
message of January 21,:1954? 

Mr. Miter. Yes, sir. 

Senator O’Manonry. You had read it or not read it on May 19% 

Mr. Mitxer. I believe it was recited there or referred to in the 
proposal which was made by Mississippi Valley Generating Co. some 
time in April or May. 

Senator O’Manonry. When Mr. Dixon requested you to come, using 
your substitute word, did you keep account of your expenses? 

Mr. Mitier. Requested me to come where? 

Senator O’Manonry. I thought you testified he requested your 
presence. 

Mr. Keerre. That was Mr. Wenzell, Senator. 

Senator O’Manoney. Did not Mr. Dixon make a request to you? 

Mr. Miter. I was speaking, Senator, of a period in May when 
Mr. Dixon requested the First Boston Corp. to act as the agent of 
Mississippi Valley Generating Co. 

Senator O’Manoney. Did that request come to you? 

Mr. Mixer. To me? 

Senator O’Manonrey. Yes. 

Mr. Mitier. The best I can recall it it came in a meeting with my- 
self and other officers of the First Boston from Dixon-Yates. 

Senator O’Manoney. Now, did you consider that a commercial 
transaction for which you would be paid? 

Mr. Minter. Normally we would have in a typical transaction, al- 
though we would not have discussed fee at. that stage of the game 
with Mr. Dixon under any circumstances. When somebody comes in 
to ask you to do a piece of business you don’t say it is going to cost 
you this or that at that particular stage. 

Senator O’Manonry. Of course, not at that stage. But you were 
sufficiently convinced that there was a commercial transaction open 
which prompted you to use the word “retain” when you first spoke of it. 

Mr. Mirier. We were convinced at that point that there was a 
transaction. I don’t know what prompted me to use the word 
“retain.” 

Senator O’Manoney. Well, that is relatively unimportant. I am 
only driving at the fact that the normal understanding that you 
had at that time was that the First Boston Corp. was stepping into a 
transaction which would be profitable to it. 

Mr. Mitter. We understood at that time that we were stepping 
into a transaction which 

Senator O’Manoney. In which you would handle securities that 
you commonly do. 

Mr. Mitier. As we commonly do. However this transaction had 
special aspects and, as I testified at a very early date, earlier than 
normal in these things, we advised Mr. Dixon that we did not care to 
accept a fee. 

Senator O’Manonry. When did you advise him? 

Mr. Minier. We advised him officially as nearly as I can place it 
November 17, 1954. 
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Senator O’Manonry. Now, between May 19 and N November 17, 
1954, were you earning any money or fee or expense compensation 
from Mr. Dixon or from anybody else in connection with it? 

Mr. Mitier. We were not, sir. 

Senator O’Manoney. This work, whatever it was, that you did 
between these months, May 19, 1954, and November 17, 1954, you 
were doing just out of the goodness of the heart of the First Boston 
Corp. ? 

Mr. Miter. Well, I think there are other aspects than the goodness 
of our heart, Senator. I testified that it was considered long and 
hard by people senior to me and the decision was made very early 
for reasons that I testified that we would not accept a fee. 

Mr. Keerre. Mr. Miller, to get the record straight, you are refer- 
ing to a talk with Mr. Dixon in response to Senator O’ Mahoney’s 
question ? 

Mr. Miutrr. Yes, sir. 

Mr. Keerre. Would it refresh your recollection that the date was 
April 14 in Mr. Linsley’s office at a conference attended by you, Dixon, 
Wenzell, Hallingby, and Linsley ? 

Mr. Miter. Would that refresh my recollection with respect to 
what? 

Mr. Keerre. The time that Dixon, as you spoke, retained you. You 
gave a May 10 date. 

Mr. Miter. It would refresh my recollection that that meeting 
in 1954 was with respect to the signing of an opinion letter relating 
to the basis upon which under then market conditions Mr. Dixon 
could raise his money. We did not consider and we were never given 
the intimation that we would be are ae prior to the dates that I 
have testified, which was, as near as I can place them, in early May. 
The most exact date I can put on i is about May 10. 

Mr. Kerrre. You are drawing a distinction between advising Dixon- 
Yates with respect to the financial requirements of this deal and your 
being told to go out and put the deal through. Is that it? 

Mr. . Minter. I am putting a very clear “distinction on it. We are 
rendering advice, as I testified, to all sorts of corporations on money 
matters all the time and very frequently without any intimation that 
we will have what you might call a piece of business. 

Mr. Keerre. You render advice to butter up the client to get the 
business. Is not that the idea, Mr. Miller? 

Mr. Miter. The client comes to us and asks for advice and we 
give it to him whether it will butter him up or not. 

Mr. Keerre. You still hope to get the business, Mr. Miller? You do 
hope to get it ultimately, don’t you, Mr. Miller? 

Mr. Miter. Yes; as a broad matter. 

Mr. Keerre. It is not done for charity; it is done to get business; 
is it not? 

Mr. Mutter. It is a part of our overall service to any corporation or 
municipality of standing that would come in and ask our opinion. 

Mr. Krerre. When you came down here on the 19th in response 
to the call from Mr. Wenzell, you came down here hoping to get the 
Dixon-Yates business for First Boston Corp.; did you not ? 

Mr. Miter. That is not true. 


Mr. Keerrre. Did you not so fentary before the Securities and Ex- 
change Commission, Mr. Miller? 
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Mr. Miuter. I believe not. 

Mr. Keerre. May I read your testimony ? 
Mr. Mituer. Yes. 

Mr. Keerre. On page 734, question: 


When did you first learn that the First Boston Corp. would be employed by 
Middle South and Southern as financial advisers? 


Answer: 


I returned from Puerto Rico approximately the 22d of April and I discovered 
Mr. Dixon had been trying to get in touch with me, and I later learned that 
he had been in touch with Mr. Woods, and at that time it was apparent he wanted 
us to act as agent. 

Had you anticipated prior to that time that First Boston Corp. 
would get the business ? 

Mr. Miter. I certainly personally hoped so. That is true. 

Senator Kerauver. Well, are both of these true, Mr. Miller? 

Mr. Miter. That I personally hoped so? 

Senator Kerauver. Well the first part that you had an indication 
you were going to get the business back in April. Is that true? 

Mr. Muier. The question as to whether I personally hoped in April 
that I would get the business is true. 

Senator Krravver. Mr. Miller, let us get the truth. You took an 
oath when you testified before the SEC. Was your testimony correct 
or not? 

Mr. Mitier. The testimony at that time was correct to the best 
of my then knowledge. There has since been a considerable amount 
of interest in these dates. We have gone to considerable effort to 
try to figure out exactly when these various things happened. 

‘Now our best reconstruction of the time that I believe we were 
hired, that has no implication of hired for pay, was sometime after 
I got back from Puerto Rico, which I believe was the 22d on into the 
1st week of May. 

Senator O’Manoney. May I interrupt the witness? I merely want 
to get your language straight. 

This is your answer to the first question dealing with this matter 
which appears on page 34. The question was addressed to you by 
Mr. Linsley. It read: 

When did you first learn that the First Boston Corp. would be employed by 
Middle South and Southern as financial advisers? 

I think you will agree with me that that is a very clear question. 

Mr. Mier. Yes, sir. 

Senator O’Manonry. Now, this is your quoted answer : 

I returned from Puerto Rico approximately the 22d of April and discovered 
that Mr. Dixon had been trying to get in touch with me, and I later learned 
that he had been in touch with Mr. Woods, and at that time it was apparent 
he wanted us to act as the agent. 

Is that still your answer ? 

Mr. Mitier. That 

Senator O’Manoney. Do you want to modify that in any way? 

Mr. Mittxr. We have since that time learned of the date, or found 
the date, on which Mr. Dixon did get in touch with Mr. Woods. 
That, as nearly as we can reconstruct it, was on the 7th, a Friday, 
or the 10th, which was a Monday in May. 

Senator O’Manoney. All right. Let us accept that. 
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Mr. Miter. So my recollection at that time was off by about what? 
A week ¢ 

Senator O’Manonry. I am not concerned with that particular date. 

Mr. Mitre. No, sir. The present question 

Senator O’Manoney. What I am concerned with is this: Did you 
mean it when you said at that time, whatever the date was, “It was 
apparent”—now, these are your words— ‘It was apparent he”—mean- 
ing Dixon—“wanted us to act as the : agent” ? 

‘Mr. Miter. Yes. 

Senator O’Manoney. In other words, are we to interpret this as 
meaning, in accordance with your later change of the date as between 
the two, or your emphasis of the date on May 10 instead of April 14, 
that 

Mr. Murr. Instead of April 20; or 22, you mean. 

Senator O’Manoney. Instead of April 22. All right. That on 
May 10 it was apparent to you that Mr. Dixon w anted First Boston 
to act as agent / 

Mr. Mitirr. Yes, sir; it was. 

Senator O’Manonry. It was. 

Mr. Mitier. He had been 

Senator O’Manonery. Now, if it was apparent to you on the 10th of 
May that Dixon wanted the First Boston to act as agent, do you wish 
the committee to understand that First Boston did not at that time 
have any thought of charging any fee or charging up any expenses? 

Mr. Miter. At that time? 

Senator O’Manoney. Yes. 

Mr. Miter. The first knowledge that I have, sir, of any discussion 
within the First Boston Corp. of whether or not any fee would be 
charged was sometime in July 1954. That was not formalized in 
executive committee minutes, which we looked up, until October. 

Senator O’Manoney. Now, Mr. Dixon—I mean, Mr. Miller 

Senator Anperson. Excuse me. That was a very important date. 
You said October ? 

Mr. Miter. It was formalized, I believe, sir, by executive commit- 
tee minutes which I have since found, in October. 

Senator AnpEerson. Now, it is very important, because you testified 
a moment ago that it was November 17. 

Mr. Mitter. I believe, sir, that I testified that we advised Mr. Dixon, 
through Mr. Hallingby, on November 17. 

Senator Anprerson. Then you took the decision previously ? 

Mr. Miter. Yes. 

Mr. Keerre. Mr. Miller, I want to clear that up for the record. On 
November 17, you say First Boston advised Hallingby, who was an 
officer of Middle South, Dixon’s company—— 

Mr. Miuer. Yes, sir. 

Mr. Kerrre (continuing). That advice was oral, was it not? 

Mr. Miter. It was. 

Mr. Kerrrre. What was the first date that First Boston advised 
Dixon- Yates in writing they would not accept a fee? 

Mr. Mitier. Mr. Dixon raised the question again, I believe, in May 
of this year. 

Mr. Kerrre. Was it not May 8, 1955? Was that not the date of the 
letter, Mr. Miller? 

Mr. Miter. The letter was written at that time. 
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Mr. Keerre. And that is the first time First Boston in writing said 
they would not take a fee? 

Mr. Mitier. Correct. 

Mr. Krerre. Now, Mr. Dean, may we have copies of the executive 
minutes to which Mr. Miller has referred ? 

Mr. Dean. Surely. 

Mr. Kerrerre. May we have a copy of the letter of May 8, in which 
First Boston declines a fee? That is May 8, 1955, is it not? 

Mr. Mitter. I believe that is the date. 

Mr. Dean. I think for the record the letter is dated May 6. 

Mr. Keerre. I will accept the correction, sir. But it was May 
1955 that First Boston advised in writing they would not accept a fee. 

Mr. Mitier. Mr. Dixon at that time was going into the hearings, as 
I understand it, and wanted something from us in case the fee ques- 
tion came up during the hearings. 

Senator Kerauver. I want to get one thing clear before we go on 
with the testimony. Then I will recognize Senator O’Mahoney. 

You have testified that this case presented unusual aspects which, 
after you had worked on it for some time, caused you to determine noi 
to accept a fee, and the unusual aspect seemed to be the public service 
nature of the matter in which you were enabling these two holding 
companies to build a plant to furnish the TVA with power. That 
was the public service aspect. 

You had a very much stronger public service in OVEC, and you 
charged a fee there, did you not? In OVEC you were enabling the 
issuance of securities for a corporation to furnish power directly to 
the Atomic Energy Commission. 

Mr. Miniter. We learned something from OVE(, sir. 

Senator O’Manonry. Why did you charge a fee in OVEC where 
there might have been a real public service, furnishing power directly 
to the Atomic E nergy, and many, many months afterward decide 
not to charge a fee where you were furnishing power to the Tennessee 
Valley Authority ? 

Mr. Miuier. The Ohio Valley Electric transaction was in many 
respects breaking new ground. We used in that transaction the full 
facilities of all of our sales people. We spent, as I testified, over 2 
years on the thing, which was extremely complex. There were many 
aspects in it at that time to be discussed. 

Then we addressed ourselves to the question of fee, and after con- 
siderable negotiation at that time we felt that a fee was entirely 
proper in that transaction. 

Senator Kerauver. The public service feature did not prevent you 
from charging OVEC a fee. That is what I am getting at. 

Mr. Minter. It did not, but it showed us something about the kind 
of thing that might happen in the future. We did not in OVEC 
receive a fee which we felt reflected the amount of work and contri- 
bution which we had made to it, and I think on second thought we 
might have been better off to have taken the same attitude that we 
took in this one. I don’t make the decisions. 

Senator Keravuver. But you did not take that attitude. Now, why 
did you charge a fee for OVEC if you were thinking about public 
service, where the power was going directly to the Atomic Energy 
Commission, and yet you just want to give away on a humanitarian 
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basis your service where it was going to be Tennessee Valley Au- 
thority ? 

Mr. Mitier. There are other aspects of it, Senator. We learned 
in OVEC—we came out with a fee which we find was re: asonably 
small as we look at these things in relation to the size of the issue and 
in relation to the amount of time that we put into it. 

Senator Krrauver. You still spent 

Mr. Mitier. With respect to our 

Senator Kerauver. Mr. Miller, you still spent a lot of time, you 
and Mr. Wenzell and others, and Mississippi Valley Generating. 
While you might not have been entitled to as big a fee as you got 
out of OVEC, certainly your services were worth some compensation, 
were they not? 

Mr. Mirier. We hope that they were worth something. We felt 
that it was unwise to charge any for reasons that I have given, and 
for the reason that if we had had it and wanted to charge a fee, it 
would have been relatively small and would have been a bad thing as a 
measure of the value of our work in other transactions. We felt that 

we would be better advised to take none than to take some fee which 
would undoubtedly be very small relative to the type that we would 
get on a typical industrial transaction. 

Senator Kerauver. Mr. Miller, floating a $100 million or ninety 
million-odd dollars in bonds is not just a minute transaction, is it? 

Mr. Miter. No, it is not, sir. But you may have in mind that we 
dealt in this case—we sold the bonds to only 2 institutions as op- 
posed to 37 in the Ohio Valley transaction. And we dealt with only 
three banks 

Senator AnpEerson. How many? 

Mr. Miiuer. Banks? 

Senator Anperson. Yes. 

Mr. Miter. Three banks. 

Senator Anperson. Were they a member of the contract ? 

Mr. Miuter. There were a great many banks in the transaction. 
Senator Anperson. Who dealt with the rest of them ? 

Mr. Mintzer. The company. 

Senator Anprerson. What company? 

Mr. Mirirr. In the case of banks in the territory of the Middle 
South Utilities, I believe officers of Middle South—I don’t know 
specifically who—offered those participations to those banks, and the 
same is applicable to the Southern Co. 

Senator Anperson. Which three banks did you deal with? 

Mr. Minier. We dealt with the Chase National Bank, Hanover 
Bank, and Irving Trust Co. 

Senator ANpErRson. Would you excuse me for just a second to ask 
this question ? 

Senator Krrauver. Yes. 

Senator ANperson. You said Mr. Dixon was going to a hearing and 
he wanted this letter. What hearing was he going to? 

Mr. MituEr. I believe he was preparing for the hearing before the 
Securities and Exchange Commission on the debt financing? 

Senator Annerson. And in which Mr. Wenzell was going to be a 
witness and failed to be; is that right ? 
65950—56—pt. 1——7 
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Mr. Mirier. We at the time had no knowledge that Mr. Wenzel] 
was going to be a witness at the rebt financing hearings until after 
they started. I had no knowledge. 

Senator Anperson. And you say this decision was formally com- 
municated on November 17 of 1954? 

Mr. Miuier. It was. 

Senator AnpErson. Could it possibly have been stimulated by the 
fact that in the hearings of the joint committee in November of 
1954, the direct question was asked whether there was a broker in this 
transaction receiving any fee? 

Mr. Murr. I doubt very much 

Senator Anprerson. And the answer of Admiral Strauss was, “No,” 
and immediately there was great scurrying on the part of the people 
who were in the far corner of the room? Could that have had any- 
thing to do with it? 

Mr. Mutter. I will say without any question, in my complete convic- 
tion, that it had nothing to do with it since the decision was taken 
earlier. 

Senator ANDERSON. Would it interest you to know that we have 
hunted every day for a broker from that day on until we found Mr. 
Wenzell’s name? The reaction to the question on whether there was 
a broker was so widespread that we started looking for a broker. 

Mr. Mitier. You should have asked us, sir, if I may submit that. 

Senator ANDERSON. Yes. We should have realized that. It took 
us a long time to get to you. 

Mr. Miter. We were rather proud we were the broker as we fol- 
lowed the negotiations. 

Senator Kreravver. Mr. Miller, let me get this straight, now. You 
say there was a big public service in here. If you were rendering a 
public service, then Dixon-Yates would be rendering a similar public 
service; would they not? 

Mr. Miter. We felt that they were, sir. 

Senator Kerauver. Then how do you justify their getting a fee 
and your relinquishing and not charging yours? 

Mr. Miter. I don’t think I ought to speak for Mr. Dixon and Mr. 
Yates. I did not know they were receiving fees. 

Senator Keravuver. You are not putting yourself on a higher moral 
plane than Dixon and Yates, are you? 

Mr. Miter. I have no intention to. 

Senator Kerauver. You knew the contract provided that they were 
going to get a fee? 

Mr. Miter. No; I did not know that, sir. 

Senator Kerauver. Well, your people did. You certainly studied 
the contract. 

Mr. Mutter. I studied the contract back in 1954; yes, sir. 

Senator Kerauver. You knew they were going to make money out 
of it. 

Mr. Murr. I knew they hoped to make, subject to the capital costs, 
a return on their equity. 

Senator Keravuver. If the principal was going to make money, is 
it not a little unusual that the broker for the first time in all the 
contracts you have handled suddenly decides that the broker does 
not want any fee? 
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Mr. Mutter. Well, we had no—excuse me. Neither of the princi- 

pals had any assurance that they would make any money. Certainly 
I acknowledged that it was unusual that we would not charge a fee, 
because—— 

Senator Keravuver. Mr. Miller, the truth is that with the questions 
in the Atomic Energy Commission, the debate, the row that was caused 
about it, the faet that you and Mr. Wenzell were down here working 
the thing out, you were just afraid you would be subject to criticism, 
that you would get Mr. Wenzell in trouble, and you took it up with 
Sullivan and Cromwell in the light of the criminal statute and then 
you decided the safest way out was just to relinquish your fee. Wasn’t 
that the truth of it! 

Mr. Mixxer. That was not the truth of it. 

Senator Kerauver. Who consulted Sullivan and Cromwell about 
it ¢ 

Mr. Mintzer. About what? 

Senator Krrauver. About the fee. 

Mr. Mutter. The first knowledge I had personally that Sullivan 
and Cromwell were consulted was when we were asked by Mr. Dixon 
to write the letter in May of this year. It could have been earlier 
than that. Others may have consulted them that I don’t know about. 
I am not a senior officer of First Boston and don’t make the decisions. 

Senator Kerauver. It should be called to your attention that this 
subcommittee right here started its hearings on this Dixon-Yates 
contract July 1 and 2, 1954. So there was a big controversy, and there 
was a great deal of criticism about the whole matter. You knew that, 
did you not? 

Mr. Muuer. I believe I certainly knew there was criticism during 
the time in 1954, yes, sir. 

Senator Kerauver. And you do not think that had anything to do 
with just doing all this service for nothing and relinquishing your 
fee ? 

Mr. Mitier. It was my impression that the decision was taken by 
the senior officers of First Boston and not by me, prior to any pub- 
licity of the matter. 

Mr. Kererre. You know, do you not, Mr. Miller 

Senator Keravuver. Just one minute. 

Mr. Krerre. Excuse me. 

Senator Krerauver. And the debates were on the floor of the Sen- 
ate on July 13-27, 1954? You would not think that had anything to 
do with it? 

Mr. Mitier. It would be my impression that the senior officers took 
the decision prior to the 13th of July, 1954. Is that the first date you 
mentioned, sir? 

Senator Keravuver. Well, the first date here is July 1 and 2, the 
hearings before this committee. Then the debate is July 13. 

Senator O’Manonry. Mr. Chairman, you said 1954. Is that the 
date that you mean ? 

Senator Kerauver. Yes; 1954. 


Mr. Dean, this is, of course, a confidential communication between 
you and your client, and I do not want to ask for it unless you want 
to furnish it. But you have been so generous in saying you would 


furnish anything. Do you have a memorandum to First Boston 
about this fee ? 
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Mr. Dean. No, we do not. 

Senator Keravuver. You were advised about it? 

Mr. Dean. I cannot answer that question, because I was in Korea 
in March, April, and May of 1954. 

Senator Kerrauver. Well, you would know. Were you advised 
about it? Did you find out? 

Mr. Dean. I do not believe that we were consulted about this deci- 
sion not to take any fee at any time during the year 1954. 

Senator Kerauver. When were you consulted about it? 

Mr. Dean. I think that we were consulted about it some time—I 
would have to consult our diary records to give you the exact date— 
at the time that the decision was made, at Mr. Dixon’s request, to 
put the decision not to take the fee in writing. 

Senator Krerauver. That was in 1955; May 1955? 

Mr. Dean. Yes. 

Senator Keravuver. And that was the first time that the matter 
came up to you about accepting or not accepting fees? 

Mr. Dean. Let me say it is the first time it came up to me person- 
ally. But it may have been that it came up with somebody else in the 
firm while I was away. 

Senator Krerauver. Do you want to see if there is a memorandum 
that you can supply? You have been very generous in saying that 
you would be glad to supply anything. 

Mr. Dean. Yes, I would be very glad to. 

Senator O’Manonry. Mr. Chairman, may I get this chronology 
straight? 

Senator Keravuver. All right, Senator O’Mahoney. 

Senator O’Manonry. Mr. Miller, I am just trying to get this 
chronology clear for the record. 

Mr. Miturr. I will try to get it as straight as I can, sir. 

Senator O’Manonry. Now, your testimony before the SEC is not 
contested by you nor, as far as I know, by anybody else, and at that 
time you said that about—I am interpreting now what you said at 
that time—that sometime about the 10th of May 1954 it was apparent 
to you that Dixon wanted First Boston to act as agent? 

Mr. Mriuer. Yes, sir. 

Senator O’Manonry. There is no question about that at all? 

Mr. Miter. Yes, sir. 

Senator O’Manoney. Now, that is May 10, 1954, according to your 
testimony. ' 

Mr. Miter. That is as near as I can put the date. It may be inac- 
curate by a couple of days. 

Senator O’Manoney. Yes. 

Now, Mr. Keeffe speaks about some date in April, and I am not 
concerned about that. 

Now, according to the normal practice of your firm, when you were 
able to say that it was apparent that Mr. Dixon wanted you, the First 
Boston, to act as agent, the conclusion was that a commercial transac- 
tion had been initiated for which there would be payment ? 

Mr. Miter. Whose conclusion ? 

Senator O’Manonry. This was a normal conclusion. Your con- 
clusion. Wasn’t that your conclusion? 

Mr. Miter. I don’t think that is true, sir. I do not believe we con- 
sidered a fee until later on. 
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Senator O’Manoney. I know you did not try to fix the fee, certainly 
not. 

Mr. Mier. No; or consider whether we wanted one. I certainly 
had nothing to do with it on the 10th of May. 

Senator O’Manoney. A client walks into a lawyer’s office; a client 
walks into a doctor’s office. He does not discuss the fee. He walks 
into a lawyer’s office; he does not discuss the fee; into a financier’s 
office, and he does not discuss the fee. That is to be fixed later on. 
Is that not the regular procedure ? 

Mr. Murr. That is it in effect, certainly. 

Senator O’Manoney. So according to your testimony, in May 1954, 
it was apparent to you that a transaction had been launched between 
Dixon and First Boston ? 

Mr. Mixer. It was apparent that a transaction had been launched 
and there had been no discussion of fee; that is true; yes, sir. 

Senator O’Manonry. Would it be proper to say that First Boston 
had been employed by Dixon to proceed on this matter? 

Mr. Miuier. Yes; jointly with another firm. 

Senator O’Manoney. Yes. That is all right. 

Then the next testimony that I get from you today is that in May 
1955 a letter was to be written by First Boston at the request of Mr. 
Dixon—this is a year later ; 

Mr. Mitirr. Yes, sir. 

Senator O’Manonry. That no fee was to be charged by First 
Boston ? 

Mr. Mitier. That is correct. 

And it is also your testimony that about that time your company, 
First Boston, consulted the attorneys, Sullivan & Cromwell, about 
writing the letter that there would be no fee that was requested by 
Mr. Dixon? That is your testimony; is it not? 

Mr. Minter. Yes. My testimony is that at the time we were re- 
quested to write such a letter, we had some details in drafting the 
letter 

Senator O’Manonry. Now, can you tell this committee why it was 
so important a year after it was apparent to you that First Boston 
had been employed in this matter, for you, the First Boston, to obtain 
the advice of Mr. Dean, of Sullivan & Cromwell, to write a formal 
letter saying that there would be no fee? Why was it necessary to 
employ Sullivan & Cromwell ? 

Mr. Mitier. We consult Sullivan & Cromwell at the drop of a hat, 
Senator. 

Senator Lancer. Will you speak a little louder, please ? 

Mr. Mitxer. We consult Sullivan & Cromwell very frequently, al- 
most daily. 


Senator O’Manoney. Well, this was considerably more than the 
drop of a hat. 

Mr. Miter. It was. I will go on and tell you why it was. Mr. 
Dixon wanted this information because he was going into a hearing 
in front of the Securities and Exchange Commission. 

Senator O’Manoney. And it was important 

Mr. Mitier. And it was also apparent that in May of 1955 there 
was a considerable spotlight on this matter, and we thought that this 
letter should be drafted carefully and considered carefully, and we 
did it in that fashion. That was the reason. 
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Senator O‘Manoney. All right. Now we are agreed upon this, 
that Mr. Dixon, knowing that he was going into a hearing before the 
SEC, wanted a ‘written proof that there was to be no fee paid to First 
Boston Cor p., and you were so concerned about it, First Boston, that 
you consulted the very important and noted and talented firm of 
Sullivan & Cromwell to write this letter for you ? 

Mr. Mixer. As I say, Senator, I think the best description of this 
was that we consult Sullivan & Cromwell at the drop of a hat on all 
kinds of matters on all kinds of varying importance. I am perfectly 
frank in saying why we consulted them. We knew that there was 
a spotlight on this, No. 1. 

We knew, 2, that Mr. Dixon wanted to have it available for use 
in SEC hearings. That seems a reasonable justification to me. 

Senator O’Manoney. Have you any reason now to explain to this 
committee why it was that Mr. Dixon felt it was so important to 
have this testament that there was to be no fee, in written form, and 
why you felt it was so important to have the consultation of Sullivan 
& Cromwell to put it in the proper words? What were the rocks 
that you were trying to avoid? 

Mr. Miter. We know of no rocks at the time. We knew that 
every public appearance in this Dixon-Yates matter had been rigor- 
ously opposed, and we felt that that in itself—I certainly felt that 
that in itself justified care in the preparation of any material that 
might be used in a hearing. 

Senator O’Manoney. Then let me ask you another question. Were 
you making notations and reporting to your firm between these dates, 
May 10, 1954, and the date in 1955 when Sullivan & Cromwell were 
consulted, notations of your expenses on this transaction as apparent 
agent of Dixon and Yates? 

Mr. Mitier. We do that on any transaction. We keep a segre- 
gation by accounts of the expenses that we incur where they can be 
allocated to an account. At the time we wrote that letter, we found 
these monstrous out-of-pocket expenses of $244, because the whole 
transaction had been done in New York, and fast, our part in it. 

Senator O’Manoney. But you had actually allocated $240 in ex- 
penses to this account ? 

Mr. Miter. We had; yes, sir. 

Senator O’Manoner. ‘And that is, I think, the explanation why 
you said in your testimony before the SEC that it was apparent to you 
that the First Boston had been employed as an agent by Mr. Dixon. 

Mr. Mitier. We had asked Mr. Dixon for our out-of-pocket ex- 
penses. 

Senator O’Manoney. I do not wonder. 

Senator Lancer. Mr. Chairman. 

Senator Kerauver. Senator Langer. 

Senator Lancer. Mr. Miller, can you tell me why you suddenly 
switched to Sullivan & Cromwell when Mr. James had been here 
attending the subcommittee hearings week-after-week and month- 
after-month, sitting right here at this table advising Dixon and Yates? 

Mr. Miiier. W ell, Sullivan & Cromwell are the regular counsel for 
the First Boston Cor p. Mr. James, I believe, of the firm of Cahill, 
Gordon, was the regular counsel for Mississippi Valley. We made 
no appearance at any of the other hearings. 

















POWER POLICY 99 


Senator Lancer. Mr. James was here before this committee with 
Senator Kefauver and me starting way back in May 1954. He was 
here in May and he talked with Sidney Davis, counsel of this com- 
mittee, way back in April, April and May, when Dixon and Yates 
were subpenaed to be here, and they were here and we had public 
hearings. 

Now, why did you have to go to Sullivan & Cromwell nearly a year 
later ? 

Mr. Muer. We are a different entity, Senator, from Mr. Dixon 
or Mr. Yates. Our normal counsel is Sullivan & Cromwell, and when 
we are asked to appear, it seems that that is the proper way to go. 
Mr. James was retained by Mississippi Valley. 

Senator Lancer. You discussed it with Sulliyan & Cromwell. Did 
you discuss it with Mr. James at any time? 

Mr. Mitter. I reported to Mr. James, I believe, some time last week 
that we had been requested to come down here, and that is all. That 
is the only discussion, if you could call it that. 


Senator Lancer. At the time you wrote this letter, did you discuss 
it with Mr. James? 


Mr. Mitier. We did not. 

Senator Lancer. Did Mr. James help draft a letter ? 

Mr. Miter. No, he did not. 

Senator Lancer. Was it submitted to him? 

Mr. Mirurr. It was not. 

Senator Langer. Did you call him on the telephone and talk to him 
before it was sent? 

Mr. Mitter. We did not. 

Senator Anperson. When you reached your decision in October, 
did you consult Sullivan & Cromwell ? 

Mr. Miter. Not to my knowledge, Senator. 

Senator ANperson. And in November, when you conferred and 
communicated the matter to Dixon-Yates, did you consult Sullivan 
& Cromwell ? 

Mr. Miter. Not to my knowledge. 

Senator Kerauver. I think I should make it clear that back in 
May and June and July, or June and July, when this committee was 
having hearings, at which time Mr. James was present, there were 
quite a number of lawyers here and it was decided that Mr. James 
would represent everybody and keep everybody advised about it. 

Of course, that did not specifically include First Boston because 
nobody had known about First Boston at that time, that is, none of 
us around here. 

Mr. Mitter. That is right, Senator. 

Senator ANpErSoN. That is quite right. 

Senator Kerravuver. I assume, though, that Mr. James keeping 
Dixon- Yates advised, that they must have kept you advised about the 
hearings down here before this subcommittee. 

Mr. Minter. Only very generally. 

Senator Krrauver. You did not know about them, though, First 
Boston ? 

Mr. Mitter. I read about the hearings in the press, certainly. 

Senator Keravuver. Now, Senator 0 Mahoney asked you if you 
kept your expense accounts and submitted them from time to time. 
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Do you also go on the system of sending in reports about how much 
time you spend on matters so that a fee can be computed ? 

Mr. Minter. We do not follow that practice; no, sir. 

Senator Kerauver. You just get together later and determine how 
much time you have spent on it and how much fee you ought to charge? 

Mr. Miter. The time does not determine it exactly. 

Senator Keravuver. The time and the amount are the determining 
factors ? 

Mr. Murr. That is right, and complexity. 

Senator Kerauver. You have handled smaller financings than this, 
have you not, Mr. Miller? 

Mr. Mitter. Yes. Smaller financings would be more normal, 
certainly. 

Senator Kerauver. Most of your financings are on smaller matters 
than this? 

Mr. Mixer. I would think the preponderance of financings would 
be smaller than this, because this is larger than average. 

Senator Kerauver. Have you inevitably charged a dee in these 
smaller financings? 

Mr. Minter. Excuse me? 

Senator Keravuver. You have always charged a fee in these smaller 
financings? 

Mr. Miter. To my knowledge; yes, sir. 

Senator Keravver. You have never known one to be done free 
before ? 

Mr. Miter. Not one that I have been associated with. 

Senator Keravver. Yes. 

Senator ANDERSON. Did the $244 cover only your expenses ? 

Mr. Mitxer. Just my expenses. It was a figure picked out of our 
accounts. 

Senator ANDERSON. Was it picked out when Mr. Wenzell’s are in 
there? Is Mr. Wenzell’s included in the $244? 

Mr. Mriter. No. 

Senator Anperson. That would cover just your own expense? 

Mr. Miuer. I think it would cover phone calls and taxi rides and 
duplicating memoranda, and that sort of thing. 

Senator Anperson. Where were Mr. Wenzell’s expenses charged ? 

Mr. Miter. We don’t know, sir, frankly. 

Mr. Keerre. Mr. Miller, I pointed to Mr. Linsley’s testimony. He 
gave us a record of the executive committee meeting. I read it to you. 
It was the minutes of the meeting of October 21, 1954. This is on 
page 643 of Mr. Linsley’s SEC testimony. 

Senator O’Manoney. You say, executive committee ? 

Mr. Kerrre. This is the executive committee of First Boston Corp., 
Senator, under date of October 21, 1954: 


In line with the discussions which took place in executive committee meeting 
on July 1, 1954, and after due consideration, the executive committee confirmed 
our earlier decision not to accept compensation for our services except remuner- 
ation for out-of-pocket expenses in connection with the direct placement of up 
to $93 million principal amount of bonds and up to $27 million of unsecured notes 
for Mississippi Valley Generating Co. 


You haven’t any doubt, have you, Mr. Miller, that that is an accur- 
ate minute? Mr. Linsley testified to it. 
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Mr. Miter. I have read it, and certainly sounds like what I have 
read. 
Mr. Keerre. Then do you recall that after that, Mr. Linsley was 


asked what considerations he took into account in deciding that First 
Boston would not charge a fee? 


Mr. Miter. I recall that. 


Mr. Keerre. And you remember that he mentioned the one which 
ou have mentioned, namely, the national defense angle. And per- 
fins you have forgotten that he mentioned, second, that the fee that 
you charged might be so low that it would be embarrassing to your 
corporate customers ? 
Mr. Mirter. I tried to mention that one here. 
Mr. Keerr. And third, I read now: 


Third, we arrived at the decision to dispel any doubts or suspicions in the 
minds of people who were not generally familiar with Mississippi Valley Gener- 
ating Co. financing, that the prior activities of Mr. Wenzell, with the Director 
of the Budget, with the Bureau of the Budget, would mean that we might profit 


from such transaction. 

In the light of that, don’t you want to change your testimony, Mr. 
Miller, to say that First Boston Corp., in declining a fee, did ‘take 
into consider "9 the dual role of Mr. Wenzell ? 

Mr. Miter. I don’t care to change my testimony; no, sir. 

Mr. Keerre. Do you think they did take that into considers ation ? 

Mr. Miter. I am sure that, as Mr. Linsley stated, that that factor 
was taken into consideration. You are reading from the testimony 
of one of the men who decides these matters. As T have tried to make 
clear, I am not consulted on whether or not the First Boston Corp. 
charges fees or not. 

Mr. Kerrre. Down to the first of this year, Mr. Linsley was chair- 
man of the executive committee of First Boston ? 

Mr. Miter. Yes, sir; he was. 

Mr. Kerrre. And he has been a vice president and director over a 
number of years? 

Mr. Mier. Yes. 

Mr. Kerauver. Will you read the section again? 
answer. 

Mr. Keerre. The question is: “Will you state the considerations 
that were taken into account at that time?” 

Senator Lancer. What is the date of it? 

Senator Krrauver. This is his testimony before the SEC. 

Mr. Keerre. This is his testimony before the Securities and Ex- 
change Commission on June 16, 1955. It is pages 643 and 644. The 
answer is at the top of page 644, and here is the answer: 


We discussed the matter in these meetings— 


Read his entire 


this is the matter of a fee, and the meetings he is referring to, I 
assume, are July 1, 1954, and October 21, 1954— 


and there were 3, I believe 3, matters that we discussed at some length in 


arriving at our decision. First we felt that from the inception of the dis- 
cussions and negotiations, that this financing was in the public interest and 
particularly in the interest of our national-defense program. Second, we 
realized in the light of these facts that the fee would be relatively modest and 
might create some embarrassing precedents with respect to some of our corporate 
accounts. And third, we arrived at the decision to dispel any doubts or suspicions 
in the minds of people who were not generally familiar with Mississippi Valley 
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Generating Co. financing, that the prior activities of Mr. Wenzell with the Di- 
rector of the Budget, with the Budget Bureau, would mean that we might 
profit from any such transaction. 

Now, if Mr. Linsley, who was at that time in 1954 chairman of your 
executive committee, testified that the relationship of Mr. Wenzell to 
the Director of the Budget did play a part in your deciding not to 
take a fee, you would not question that, would you, Mr. Miller? 

Mr. Mutter. I certainly would not question anything. He was one 
of the people who decided it. I wish I were as lucid a witness as Mr. 
Linsley, and I am glad that that is in the record. 

I do not believe, however, that my inability to give you all the factors 
leading up to it ’t think I should change my testimony. I have 
told you what I knew about it. 

Mr. Keerrs. The first inference, Mr. Miller, is it not, from Mr. 
Linsley’s testimony, is that on July 1, 1954, the executive committee 
of First Boston Co. discussed it ? 

Mr. Mirxer. Certainly. 

Mr. Kererre. On October 21, 1954, they passed a minute saying they 
would not take a fee, and your testimony here today, as was Mr. 
Linsley’s, is that on about November 17, 1954, you orally notified Mr. 
Hallingby, who I believe is an officer of Mid-South 

Mr. Mitter. He is. 

Mr. Keere. There was no notification in writing until, as Mr. Dean 
tells us, May 6, 1955? 

Mr. Mitier. I am quite sure that is true. We had a hard time 
reaching Dixon, that is why we talked to Mr. Hallingby. 

Mr. Kererr. Will you explain something to me, Mr. Miller? 

Mr. Mitier. I will do my best. 

Mr. Keere. The fellows who would have paid the shot on this were 
Dixon and Yates, were they not? They were to pay the fee if First 
Boston charged a fee ? 

Mr. Mruter. If we were to have charged a fee, Mississippi Valley 
Generating Co. 

Mr. Kerrre. Which is the corporate name of the Dixon- Yates op- 
eration ? 

Mr. Miter. That is correct. 

Mr. Keerre. Now, they would have paid the money. Do you know 
Mr. Paul Oliver Canaday ? 

Mr. Miter. I have met him, I believe, once. 

Mr. Keerrr. Do you know that on May 11 

Senator Kerauver. Will you ask who he is? 

Mr. Krerre. Would you tell me who he is? 

Mr. Miter. I believe that he is an officer of Middle South Utilities. 

Mr. Keerre. You know he is. 

Mr. Miuurr. I am sure he is a vice president. 

Mr. Keerre. You know he is, Mr. Miller. You have dealt with him 
repeatedly in this transaction. 

Mr. Miter. I have not dealt with him repeatedly; excuse me. 

Mr. Krerre. Well, in 1954. 

Mr. Minter. No. He was not in the financing end. I believe he 
has recently been made an officer of Mississippi Valley itself. 

Mr. Krerre. He is the vice president of Mi PPh” he is connected 


with Dixon-Yates; he is involved in the Mississippi Generating Co. 
Mr. Mrier. Certainly. 
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Mr. Kerrre. And he is an officer of the Dixon-Yates outfit; so to 
speak ¢ 

Mr. Miuier. Oh, yes. 

Mr. Keerre. Do you know that on May 11, 1955, Mr. Paul O. Can- 
aday, at page 33 of testimony before the Arkansas Public Service 
Commission at Little Rock, Ark., testified this way: 

We used the services of the First Boston Corp. and Lehman Bros. in working 
out general terms of the loans and we may pay them a fee. 

Did you know he gave that testimony ? 

Mr. Mitier. I know it now. 

Mr. Keerre. Did you know that the Arkansas Public Service Com- 
mission after that testimony entered an order in which they left open 
the payment of a fee to First Boston? 

Mr. Mriuer. No; I did not know that. 

Mr. Keerre. Have you any reasonable explanation, Mr. Miller, why 
the fellow who was to pay the fee did not know it in May of 1955? 

Mr. Mitier. We never had any discussions with Mr. Canaday about 
it. Our only discussion that I recall in 1954 was with Mr. Hallingy. 
He called me and told me that he passed on the information of our 
discussion in 1954 to Mr. Dixon. 

Mr. Keerre. Did you know that Mr. Dixon before the Securities 
and Exchange Commission also testified that in May he was not sure 
whether he was to pay a fee or not? 

Mr. Mitier. He may not have been sure. I don’t know. I know 
that 

Mr. Krerre. If the advisement was made by First Boston in 1954 
not to take a fee, why in the world wouldn’t Dixon-Yates find out 
about it before May of 1955? 

Mr. Mitter. They found out about it in November 1954. 

Mr. Krerre. How? 

Senator Kerauver. Just read that testimony. 

Mr. Keerre. Did you notify them, Mr. Miller? 

Mr. Miter. Mr. Linsley and I, after Mr. Linsley had tried on a 
number of occasions to reach Mr. Dixon, went to Middle South’s offices 
and talked with Mr. Hallingby and told him at that time the we did 
not care to take a fee. 

Mr. Keerre. Was that an oral conversation ? 

Mr. Miutrr. Yes, sir; it was. Mr. Hallingby—— 

Senator Keravuver. Get the date that Mr. Dixon testified before 
the SEC that the matter was still open, and put that in the record. 

Mr. Mititer. Well, Mr. Dixon may have thought that he wanted to 
pay us a fee. 

Mr. Keerre. I did not hear you, Mr. Miller. 

Mr. Mitier. Mr. Dixon may not have considered the matter closed 
after we advised him of our desires in the matter. 

Mr. Kererre. His testimony is on page 1066 of the SEC hearings. 

Mr. Miter. Presumably he did not. 

Mr. Keerre. That is what I referred to. 

Mr. Mitier. Of the old hearings? 

Senator Kreravuver. The old hearings. All right. Let us move on. 


Mr. Keerre. I would like to come now, if I could, Mr. Miller, to the 
19th, first. 


Senator Keravuver. January 19. 
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Mr. Keerre. January 19; can you put your mind back to January 
19, 1954% On that date, according to the records, you entered the 
Atomic Energy Commission. Do you remember what you did there, 
with whom you talked, what you said? 

Mr. Miter. I certainly don’t know. I don’t recall anything on 
the 19th of January. 

Senator Krerauver. Well, whatever time it was you went down there 
the first time. Apparently you went down there on the 19th. 

Mr. Mixer. Counsel indicates the 19th. I am afraid I don’t recall. 

Senator Anpgerson. Did you go only to one meeting? 

Mr. Mier. I recall only one meeting at the Atomic Energy Com- 
mission. And that was as I have reconstructed it on the 20th. 

Senator ANpERsoN. Can we have what happened at that meeting? 

Senator Kreravuver. Yes. That is what we want to get at. Whom 
did you go with and who was there? 

Mr. Muer. I went with Mr. Wenzell. I believe Mr. McCandless 
of the Budget Bureau was there. 

Senator Kerauver. Where did you meet Mr. Wenzell that day? 

Mr. Miter. I think we met at the office—my recollection is that I 
only met him that morning. I must be wrong. 

Senator Keravuver. Where did you meet him? 

Mr. Mixer. Presumably at the Budget Bureau. 

Senator Krrauver. You went over to the Budget Bureau. 

Mr. Muuer. I recall we went from the Budget Bureau with Mr. 
McCandless, to the best of my recollection, to the Atomic Energy 
Commission. 

Senator Anperson. About what time? 

Senator Kerauver. About what time did you go? 

Mr. Miter. First we went in the very late morning. 

Senator Keravuver. First you went—where did you meet Mr. Wen- 
zell before you went to the Budget Bureau? 

Mr. Mutter. I just don’t ree: all, Senator. I am sorr 

Senator Kerauver. And when you want to the Budget Bureau, 
where did you go? 

Mr. Miuier. In the Budget Bureau? 

Mr. Mruter. Yes. Whose office did you go to? 

Mr. Mitter. I think we went to Mr.—may I give you my best 
recollection ¢ 

Senator Kerauver. That is what we are asking. 

Mr. Miuter. Yes. And I am trying to give you everything I can 
remember. I remember being driven, I believe, in Mr. McCandless’ 
car from the Budget Bureau over to the Atomic EB nergy Commission. 
I recall that. But we may have been in Mr. McC ‘andless’ office; we 
may not have. I don’t know. 

Senator Krrauver. Whom did you meet in the Budget Bureau? 
Where did you go? 

Mr. Miuuer. | only recall that I saw Mr. McCandless. 

Senator Krrauver. Was Mr. Hughes there? 

Mr. Mitter. At a later time; yes, sir. Do you want me to go 
through ? 

Senator Keravuver. Let us start with that morning. Whom did 
you go to see at the Budget Bureau ? 

Mr. Miter. All right. As best I can remember, we went to the 
Atomic Energy Commission. 
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Senator Kerauver. All right. Let us say, at the Budget Bureau. 
Mr. Mitter. I did not at that time meet Mr. Hughes. 

Senator Kraravuver. What did you do at the Budget Bureau that 
day, Mr. Miller? Just tell us. 

Mr. Mutter. In the morning I don’t recall doing anything but 
milling around with some of Mr. Wenzell’s travel vouchers. 

Senator Kerauver. What were you doing with his travel vouchers? 

Mr. Miter. I wasn’t doing anything with them. He was trying 
to get them straightened out with some of the girls there as I recall, 
and then we went over for the meeting which had been set up at 
the Atomic Energy Commission. 


Senator Kerauver. What did he tell you the purpose of the meeting 
was? 

Mr. Mirrer. To meet with these utility executives to discuss the 
possibility of supplying a large block of power to the Government at 
that time. 

Senator O’Manonery. Mr. Chairman, may I interrupt at this time? 

Mr. Mitter. To the Atomic Energy Commission. 

Senator Krrauver. Senator O’ Mahoney. 

Senator O’MAHonEy. What were these travel vouchers that Mr. 
Wenzell was milling around about with the girls? 

Mr. Miter. I am sure Mr. Wenzell can testify about that a great 
deal better than I can. I have a vague recollection that Mr. Wenzell 
had some kind of travel book that the Government issued to him. 

Senator O’Manonry. Yes. 

Mr. Mitier. And he had to hand in some kind of ticket. 

Senator O’MAanoney. Yes; there are such things. 

Mr. Minter. And he was doing the bookkeeping on that. 

Senator O’Manoney. Government employees regularly get travel 
vouchers. So you recall clearly that on this morning, whether it was 
the 19th or the 20th, Mr. Wenzell, one of the prominent officers of 
the First Boston Corp., was trying to get his travel vouchers straight- 
ened out with the girls employed by the Bureau of the Budget? 

Mr. Mutter. That is right. / 

Senator Keravuver. All right. Now, how long did that take to get 
the travel vouchers straightened out ? 

Mr. Miter. I don’t recall, Senator. 

Senator Kerauver. Now, just what did he tell you? That he 
wanted you to go down and meet with some utility executives? 

Mr. Minter. That is my recollection. He told me that there was a 
meeting set up. I believe it was for the late morning, at the Atomic 
Energy Commission, with a couple of these utility executives, whom 
I did not know, but who turned out to be Mr. Dixon and Mr. MacA fee. 
And we went over there late in the morning. 

Senator Krrauver. Now, just a minute. What did he tell you he 
wanted you to do in connection with these utility executives? 
Mr. Mitter. The meetings were for the pur 
possibility of their supplying in some form a f 

Atomic Energy Commission. 


Senator Krerauver. What did you have to do with it? What was 
your purpose ¢ 


ose of discussing the 
lock of power to the 


Mr. Mititer. Mr. Wenzell presumably thought that if a block of 
power was going to be supplied, my knowledge of the Ohio Valley 
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transaction might be of use to him, in his function, which was to keep 
an eye on things from the Budget Bureau’s point of view, and as I 
understand it, to push the project along. 

Senator Gore. Mr. Chairman, the witness says that he presumably 
thought soand so. Did he say so and so? 

Senator Kerauver. Yes. Just what did Mr. Wenzell tell you? 
In other words, why would you, a First Boston Corp. specialist, be 
down here with Mr. Wenzell? What did he want you todo? What 
did he tell you he wanted you to do? 

Mr. Miter. He told me that he wanted to have me available so that 
he could make use of any knowledge that I might have of the type 
of financing which had been used in OVEC in the event that there was 
any discussion of financing at either of these meetings. That is my 
construction of it. I don’t recall the specific words that Mr. Wenzell 
used. 

Senator Krerauver. Now, Mr. Miller, were vou there representing 
the Budget Bureau or were you representing the First Boston Corp. 
when you met with Mr. Wenzell and started to the 

Mr. Miier. I certainly had no official capacity with the Budget. 
Mr. Wenzell asked me to come, and I was on the payroll of First 
Boston Corp., and he was an officer of it, and I went when he asked 
me to come. 

Senator Kerauver. Did you consult with your superiors? 

Mr. Mitirr. I did not, no, sir. 

Senator Krrauver. Mr. Wenzell was such an officer that he could 
give directions to other employees like you? 

Mr. Mriuter. Well, he was certainly a senior officer to me, yes, sir. 

Senator Keravuver. All right, now. You started out from the 
Atomic Energy Commission down to the Bureau of the Budget. And 
who went down with you? 

Mr. Miter. It is my recollection that Mr. McCandless or some- 
body went. We arrived there. I believe we went to Mr. Walter 
Williams’ office. 

Senator Keravuver. And Mr. Walter Williams was the assistant to 
Admiral Strauss ? 

Mr. Miter. No. 

Senator Anperson. No; assistant general manager. 

Senator Krrauver. I mean assistant general manager. 

Mr. Mrizter. When we got there we learned that Mr. McA fee, who 
was scheduled to be at the meeting, had been held up and his plane 
would be late, as I recall. We sat around for a few minutes with 
Mr. Williams, and I believe Mr. Cook came in at that time, and I met 
Mr. Cook, and then we left, and we had lunch, and the meeting was put 
off until the afternoon. 

Senator Krerauver. How did they introduce you to these people? 

Mr. Mirter. I was introduced as an associate of Mr. Wenzell’s in 
the First Boston Corp. 

Senator Kerauver. And Mr. McAfee is the EET? 

Mr. Miruer. Mr. McAfee, I believe, is the president of —— 

Senator Krerauver. Of Electric Energy, Inc. ? 

Mr. Muer. Union Electric Co.; and he was associated with Mr. 
Dixon in the Electric Energy deal. 
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Senator Kerauver. And he is also associated with Mr. Dixon and 
is the president of Electric Energy, Inc., which was the group that 
built the so-called Joppa plant over near Paducah, Ky.? 

Mr. Mruurr. Yes; he is. 

Senator Kerauver. So when you got there what did you talk about 
with these men that morning? 

Mr. Mitter. I don’t think we were all talking about anything; we 
heard that Mr. McAfee was going to be delayed. We sat around for 
a while waiting to see if we heard from him. Then the meeting was 
put off. I ree all no specific discussion. I believe we left and came 
back there. We may have gone back to the Budget, Bureau and back 
to the hotel for lunch. I don’t recall for sure. 

Then for this meeting with Mr. Dixon we went back there roughly 
at 3:30 or 3 o'clock, as I recall it. 

Senator Kerauver. What happened when you went back? 

Mr. Miiver. Well, at that time there was a meeting of a large group 
of people which included Mr. Dixon and, I believe, Mr. McAfee. I 


remember meeting a Mr. Sapirie because I had heard a lot about him. 
So I remember the name. 


Senator anne Mr. who? 

Mr. Miter. Mr. Sapirie, of the Atomic Energy Commission. Mr. 
McCandless was at that meeting, Mr. Wenzell, and myself. 

After the thing started, Admiral Strauss came in and stayed for a 
few minutes. 

Senator Kerauver. How were you introduced to Admiral Strauss? 

Mr. Mitier. He was in rather a rush. I recall very clearly that 
he was in a great hurry. But I assume that I was introduced to him 
as Mr. Wenzell’s associate from the First Boston. 

Senator Krrauver. Whom did you have lunch with? Where did 
you go to lunch before you went down ? 

Mr. Mitier. I don’t remember whether we had lunch with Mr. Me- 
Candless or not. I know I lunched with Mr. Wenzell. I was with 
him all the day. 

Senator Kerauver. And then what happened at this meeting in the 
afternoon, then, of the 19th or 20th, whichever it was? 

Mr. Mitrer. This meeting that I am referring to was on the 20th, 
and there was a general discussion of the Atomic Ener gy Commission’s 
need for power, and the fact that there was an awful—Mr. Dixon 
expressed a desire to try and do something about it—and that is about 
all that I can recall about it. I didn’t open my mouth. 

Senator Lancer. You mean you never spoke? 

Mr. Miter. I don’t recall contributing anything. 

Senator Anperson. Mr. Chairman. 

Senator Kerauver. Senator Anderson wishes to ask some questions 
at this point. 

Senator Anperson. Mr. Miller, you testified that when Mr. Wenzell 
called you, it was such a very hot case that you came right down 
without even bringing any linen along with you. 

Mr. Mitxer. That may be what contributed to my recollection that 
they called me on the 19th. I thought I left the day he called. 

Senator Anperson. Now, as a matter of fact, the meeting was at 
: o'clock the next day. So what was so urgent about your coming 
down? 


Mr. Mitirr. The meeting was scheduled for the morning. 
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Senator Anperson. It was scheduled for the morning of the next 
day. So you still got there in plenty of time to go to this meeting 
that you mentioned on the 19th. Then the next morning you went 
over there at 10:50. You went with Mr. Wenzell, did you not? 

Mr. Miiter. As I recall it. 

Senator ANpERSON. You actually did. 

Mr. Mitxer. I was with him all day. 

Senator AnpEerson. How did you sign your visitor’s card? What 
company did you represent ? 

Mr. Miuier. I have no idea how I signed it. 

Senator ANDERSON. Well, it was signed the First Boston Corp. 

Mr. Miurer. Yes. 

Senator Anprerson. Did you notice that Mr. Wenzell signed his 
card the First Boston Cerp. also? 

Mr. Miter. No; I didn’t notice that. 

Senator Anperson. Even though he had the Government travel 
vouchers just a few minutes before, it did not strike you as unusual 
that he was from the First Boston Corp. traveling on Government 
travel vouchers? 

Mr. Miurer. It didn’t strike me that way at all. I didn’t know how 
he signed it. 

Senator Anperson. Now, then, this is the record which the Atomic 
Energy Commission has of your registration there. It show you as 
arriving on January 20 at 10:50 a. m., and leaving at 4:10 p. m., that 
afternoon, by the rear door. Is that correct? 

Mr. Mitier. We left the Atomic Energy Commission in the interim 
and came back, as I have testified. 

Senator Anperson. You violated security? Did they let you go 
out and come back without checking you in and out? 

Mr. Miter. I have no idea. I presume they did from that. I am 
sure we were not given lunch there. 

Senator Anperson. But you went out for lunch. But you stated 
that was at 4:10. You identified the first signature. Will you iden- 
tify that. also? 

Mr. Mitier. Yes, sir. 

Senator AnpErson. That is your signature. Now, who met you 
over there? 

Mr. Mitzier. What, sir? 

Senator Anperson. Who met you? Did Mr. Mackenzie meet you? 

Mr. Mitier. Mackenzie? 

Senator Anprerson. Yes. 

Mr. Mitier. I don’t recall a Mr. Mackenzie. There were certainly 
more people in ‘de meeting in the afternoon than I mentioned. I 
know there were a couple of people I have forgotten. I don’t know 
who they were. 

Senator Anperson. Mr. Mackenzie signed you out. Didn’t he drive 
you to the Bureau of the Budget meeting late the same afternoon? 

Mr. Miter. I thought maybe I was with McCandless. We may 
have gone in Mr. Mc( ‘andless’ car. 

Senator AnpErson. Now, the Executive Office of the President is- 
sued a release on Saturday, August 21, 1954, giving a complete pro- 
cedure in the Office of the President on the AEC power contract, 
and it shows on the 20th of January Mr. Hughes met with Mr. Wil- 
liams, Mr. McA fee, Mr. Dixon, and a business associate of Mr. McA fee, 
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and staff members of both AEC and the Bureau of the Budget were 
present. That does not mention Mr. McCandlers; does it ¢ 

Mr. Mier. No, sir. 

Senator Anperson. It does not mention Mr. Wenzell; does it? 

Mr. Miuurr. No, sir. 

Senator ANnperson. It does not mention you; does it? 

Mr. Miter. No, sir. 

Senator Anprerson. It does not mention Admiral Strauss; does it? 

Mr. Miuier. Doesn’t it? I don’t know. 

Senator Anperson. No; it does not. I would not leave it out for 
anything. 

Mr. Mituier. All right. 

Senator ANDERSON. Therefore, when you saw this release which 

was published in all the newspapers when we finally got it out and 
it was inserted in the official hearings of the meeting, didn’t you feel 
a little shocked that you had come all the w ay down from New York 
without a clean change of linen and did not even get mentioned ? 

Mr. Mixer. I am not overwhelmed with my importance, Senator. 

Senator Anperson. They must have been impressed with the im- 
portance of Admiral Strauss, and he was not mentioned. 

Mr. Mitier. I was clearly impressed with the fact that I had been 
at those meetings, and I noticed when the chronology came out that 
I had not been included, and Mr. Wenzell had not been included. 

Senator Anperson. You noticed, then, that the chronology had 
been carefully edited to leave out the First Boston Corp. ? 

Mr. Minter. It was just an omission, I assume. I didn’t think 
seriously about it. 


Senator Anperson. Well, I mentioned a while ago that we were 
hunting hard. Only a few days before, the question had been asked 
by Representative Holifield on page 249 of our hearings: 


Do you know if Mr. Dodge was advised by a consultant who is now employed 
by any of the Dixon-Yates utility companies? 


Mr. Strauss said: 

I have no knowledge of any consultant Mr. Dodge may have had, or whether 
he had any. 

Mr. Wenzell had been a consultant to Mr. Dodge at one time, and 
here he was in this meeting. 

You did not think it unusual, then, that the name of Admiral Strauss 
happened to get left out of the Bureau of the Budget’s chronology ? 

Mr. Miter. I didn’t notice that it had been, frankly. 

Senator Anperson. You did not mention Mr. Hughes being present. 
Was he not present ? 

Mr. Mruter. At the Atomic Energy Commission ? 

Senator AnpErRsoNn. Yes. 

Mr. Miuuer. No, sir. 

Senator Anperson. He was not present ? 

Mr. Miiirr. No, sir; not to my best recollection. 

Senator Anperson. This is, then, the meeting at the Bureau of the 
Budget. 

Mr. Mitrer. Yes. He was at a later meeting at the Bureau of the 
Budget. 

Senator Anperson. Now then, the AEC has a chronology, also. 
And AKC says that Mr. McAfee, Mr. Dixon, Mr. Williams, Mr. Cook, 
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and Mr. Sapirie met in Mr. Strauss’ office at 3 o’clock. Were you 
present at that meeting? 

Mr. Muar. I believe that is the meeting that I have been referring 
to; yes, sir. 

Senator Anperson. Was Mr. Wenzell there? 

Mr. Mriuier. Yes. 

Senator Anperson. Did it strike you as strange when this was re- 
leased, that both the representatives of the First Boston Corp. had 
been edited out ? 

Mr. Miter. I noticed it, and it did not strike me in any way par- 
ticularly. I remembered having been at the meeting and noted that 
we had not been included. 

Senator O’Manoney. Mr. Chairman, I think it ought to be empha- 
sized in the record at this point that the item on the chronology of the 
20th of January 1954, concerning which the witness has testified that 
he noticed that his name had been omitted from a meeting which he 
had attended, is a paper issued from the Executive Office of the Presi- 
dent, Bureau of the Budget, for immediate release on Saturday. 
August 21, 1954. 

Senator Anperson. Yes, sir. 

Senator O’Manoney. So that the omission which the witness recog- 
nized was an omission made in a Bureau of the Budget document. 

Senator Anperson. Well, I was 

Senator Keravver. I think at this point that we should put in the 
record the chronology of the Bureau of the Budget, that is, for Janu- 
ary 20, and also the chronology of January 20 of the Atomic Energy 
Commission. 

Senator Anperson. Now, there were two meetings that afternoon, 
were there not? 

Mr. Miter. Yes. 

Senator Anprerson. When you left at 4:10, you went back to the 
Bureau of the Budget, did you not? 

Mr. Miuuer. We did. 

Senator Anprerson. And you do not recall who drove you back there, 
whether it was Mr. Mackenzie or not ? 

Mr. Miter. I frankly do not. 

Senator Anperson. Yes, sir. You went back there and all these 
other people that were mentioned here went back there? 

Mr. Miuurer. Yes. 

Senator Anprrson. It was entirely proper that Admiral Strauss 
might not have appeared in the Bureau of the Budget meeting be- 
cause he did not actually attend that. Mr. Hughes did attend that 
and Mr. Strauss did not; is that not correct ? 

Mr. Mitzer. At the Bureau of the Budget, Mr. Hughes was present 
and Mr. Strauss was not present. 

Senator Anprerson. Yes, sir. But in the AEC chronology which 
they issued, you are not mentioned there, either, are you? 

Mr. Miter. I believe not, sir. 

Senator Anperson. And then you went back to this Bureau of the 
Budget meeting and attended that, and you were not mentioned at 
that meeting. So at no time did the representatives of the First 
Boston Corp. get mentioned. 

Mr. Miter. No. I believe that is correct. 
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Senator Anprerson. Now, they say that Mr. Mackenzie—you do 
not recall him, then? 

Mr. Miter. I am afraid I do not remember a Mr. Mackenzie. 

Senator AnpEerson. Would it help you any—you have been con- 
nected with utility ae we in this financing a little bit—do you 
know the name of Mitchell; S. A. Mitchell ? 

Mr. Miuirr. No. 

Senator Anperson. Did you ever hear of a Mr. Mitchell that was 
chairman of the board of Electric Bond & Share? 

Mr. Miter. I am afraid that was before my time, sir. I don’t 
know—— 

Senator AnpERson. We will come to Mr. Mackenzie later on, then. 

Mr. Mackenzie is the executive assistant, personal assistant to Ad- 
miral Strauss. Mr. Cook, you know who he is, then? He is the 
deput y—— 

Mr. Mitier. Yes; [ had heard of Mr. Cook. 

Senator Anperson. Mr. Williams? You knew who he was? 

Mr. Miter. Yes. 

Senator Anperson. Mr. McAfee, Mr. Dixon, and Mr. Mackenzie. 
They met at Mr. Hughes’ office at the Bureau of the Budget to dis- 
cuss this question. 

Mr. Dixon and Mr. McAfee renewed their desire to be of assistance 
and do everything in their power to help with the solution of the 
problem. However, they again voiced their concern as to the method 
which was being proposed. 

What method was being proposed ? 

Mr. Mitter. What was your question, Senator? 

Senator Anperson. This was the official release of the AEC. 

Mr. Miter. Yes. But proposed for what? 

Senator Anperson. Mr. Dixon and Mr. McAfee reiterated their 
desire to be of assistance, and so forth. However, they again voiced 
their concern as to the method which was being proposed. 

You sat in the meeting. What method was being proposed ? 

Mr. Miuuer. My best “recollection, sir, would be that there was a 
discussion at that meeting of the location of a power source, as I 
understood it at that time, for the power requirement for the Atomic 
Energy Commission. ‘There was already a very large concentration 
of power at Joppa, in that area. I believe that either Mr. Dixon or 
Mr. McAfee expressed reservations about the possibility of putting 
additional power in the Joppa area. With all the atomic-energy con- 
tracts, to my recollection, at least cancelable, there would be a serious 
distortion of the power if it were put up there. That is my best 
recollection of the reservation. 

Senator Anperson. Now, Mr. Miller, you came only twice—isn’t 
that right—or only attended two meetings down here at the AEC? 

Mr. Miturr. I believe only 1 at the "AEC that I can recall, and 
one at the Bureau of the Budget, both on the 20th. 

I just can’t understand this. 

Mr. Keerre. And one you cannot recall on the 19th? 

Mr. Miter. I really cannot. 

Senator Anperson. You were only there an hour and 15 minutes. 

Mr. Miter. Well, I have no idea of that. 
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Senator Anperson. There is no record of that meeting in the 
chronology that is issued by AEC or by the Bureau of the Budget. 
I just wondered if you could help us. 

Mr. Mituierr. I certainly wish I could. I don’t recall that at all. 
I know that my travel voucher shows me leaving work on the 19th 
and coming back on the 20th, and I know that I was at two meetings 
on the 20th, and that is about the best of my recollection. 

Senator Anperson. I have no further questions, Mr. Chairman. 

Senator Kerauver. Was this the first time that you had ever been 
to the AEC? 

Mr. Mier. It was; yes, sir. 

Senator Krrauver. You were impressed, were you not, with the 
security check that they went through ? 

Mr. Miiier. Well 

Senator Krerauver. That is, that they signed you in? 

Mr. Mruirr. I knew that we had to have the name of a man who 
would authorize us to come in. I don’t know who set up the meeting, 
sir, but that was apparently set up before I got there. 

Senator Kerauver. And you were impressed that you did not go 
in there unless you had important business to perform? 

Mr. Miter. Certainly. They wanted to now who you were 

Senator Kerauver. But you had to have some real business before 
you got in to se AEC? 

Mr. Murr. I don’t know what their criteria are, but I would cer- 
tainly assume that is true. 

Senator Anperson. Actually, didn’t you go to Admiral Strauss’ 
office on the afternoon of the 19th? 

Mr. Miter. I don’t believe so, sir. 

Senator Anperson. To whose office did you go? 

Mr. Minter. On the afternoon of the 

Senator AnpERsON. 19th. 

Mr. Miuter. Of the 19th? 

Senator Anperson. Yes. 

Mr. Mitier. That is what I don’t recall. 

Senator ANperson. Mr. Mackenzie, the first assistant to Dr. Strauss, 
met you and escorted you in. Where did he take you? If you have 
cnly been there twice 

Mr. Miturr. I said to my knowledge I have only been there once. 

I remember we went, as T testified, ‘to Mr. Williams’ office, the one 
on the first meeting in the morning, which turned out to be abortive. 

Senator ANpERsSON. But that is the next day. 

Mr. Miter. That is right. I just don’t recall anything about 
going into the AEC on the "19th. 

Senator AnpEerson. How could you leave New York in such a hurry 
that you could not possibly pack any clothes and come down and Fu 
to the Atomic Energy Commission, be met by the personal representa- 
tive of the secretary, and rushed into his office, and not remember 
where you were? 

Mr. Miter. It is incredible to me that I wouldn’t remember. I 
would think I would be impressed. I think I would remember. 

Senator Anperson. I would think so, too. 

I have nothing further. 

Senator Keravuver. Now, when you went over to the Bureau of the 
Budget you met Mr. Hughes: did you not? 
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Mr. Mutter. In the afternoon; yes, sir. 
Senator Kerauver. Yes. And you were introduced to him as Paul 
Miller of the First Boston Corp. ? 

Mr. Mriuer. I was introduced to him, I assume, as “my associate,” 
or something, by Mr. Wenzell. He, of course, knew who Mr. Wenzell 
was. 

Senator Kerauver. And you are aware of the fact that he says he 
does not know you, are you not? 

Mr. Miter. It seems to me entirely believable; yes. I do not know 
why he should remember me. 

Senator Kerauver. Well, you were there at an important meeting? 

Mr. Mitier. I was there. He had a large group of people. 

Senator Keravver. All right. 

Mr. Miturr. I never opened my mouth in that meeting, either. 

Senator Krravver. Go ahead. 

Senator Anprerson. Then what was your trip for? You never 
opened it in the AEC and never opened it in the Bureau of the Budget. 

Mr. Miter. My trip, Senator, was to be available to Mr. Wenzell in 
the event that I could be helpful to him, and it turned out that, the 
way the meetings went, I served no function whatsoever. There were 
no questions that I can recall that were asked on which I could have 
been of service. So I sat quietly and went back to New York, having 
accomplished nothing. 

Mr. Keerre. Did you not hope, Mr. Miller, that business would 
develop for First Boston, as you testified in the SEC? 

Mr. Miiter. It never entered my mind at that stage of the game. 

Mr. Keerre. You never thought that there might be financing busi- 
ness develop from it? 

Mr. Mitier. No. There certainly was a possibility, but there was 
no business then. This meeting broke up with Dixon going away to 
study the matter. 

Mr. Keerre. Well, it was in a very early stage, was it not, Mr. 
Miller? 

Mr. Miter. What? 

Mr. Keerre. It was in a very early stage; was it not? 

Mr. Mitirr. Oh, yes; extremely. 

Mr. Krerrr. It was right at the very inception of it; was it not? 

Mr. Mrutrr. I don’t think it was the inception. 

Mr. Keerrr. Just a little ahead of it? 

Mr. Mitirr. From looking at this stuff, I gather there was quite a 
little bit—— 

Mr. Kererre. In any event, Mr. Miller, you do not dispute the writ- 
ten record that on January 19 at 4 p. m. you entered the Atomic Energy 
Commission accompanied by Mr. Wenzell: you went to see Walter 
Williams, the deputy manager, and at 5:25 you were escorted out of 
the Atomic Energy Commissian by Mr. Mackenzie? And that was 
vou ae 

Mr. Miurer. I hate to dispute it in the light of a thing that has my 
signature on it here, but I certainly don’t recall it. 

Mr. Kerrre. I understand that, Mr. Miller. 

So you cannot help us on what you did on the 19th? 

Mr. Mitrrr. I really think I would remember it if I had been there. 
(A document was handed to Mr. Miller.) 

Mr. Mitirr. Thank you. 
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Senator Kerauver. We are very anxious at least to finish with Mr. 
Miller this afternoon. So let us get on as soon as we can. 

Mr. Muiuer. I can think of no reason to dispute it. It is certainly 
my handwriting. I don’t recall a bit of it, and I am sorry. 

Mr. Keerre. You would not question the authenticity of this docu- 
ment that Senator Anderson has obtained from the Atomic Energy 
Commission ? 

Mr. Mitier. No. It even has my signature on it there, in my hand- 
writing. I have no question about it. 

Senator O’Manoney. So that it is your testimony 

Senator Gore. Did you spend the night in Washington? 

Mr. Mitier. I am beginning to think so. 

Senator Anperson. Is there any reason why? Would you mind 
telling us the hotel ? 

Mr. Miter. That is something that can be easily ehecked. If I 
stayed here, I would probably have stayed at the Carlton, and we can 
easily find out if I stayed at the Carlton. 

Senator O’Manoney. But in any event it is clear 

Mr. Miter. I may have flown down that afternoon. 

Senator O’Manonery. As far as your record is concerned, you posi- 
tively were present at the meetings in the Bureau of the Budget and 
the meetings at the Atomic Energy Commission, acting on behalf of 
the First Boston Corp., at the invitation of Mr. Wenzell, who was your 
superior in the First Boston Corp., and neither your name nor the 
name of Mr. Wenzell, who brought you down into these two meetings, 
appears upon the official release given out first by the Bureau of the 
Budget with respect to the meeting there, and second by the Atomic 
Energy Commission with respect to the meeting there? 

Mr. Mriaer. That is correct. 

Senator O’Manonry. Now, you have not suppressed any evidence ? 

Mr. Miter. I certainly hope not. I am going from the informa- 
tion that we have. 

Senator O’Manonry. Your signature acknowledged makes it clear 
that you were there and the document given out as an executive release 
by the Atomic Energy Commission and the Bureau of the Budget 
leaves out all mention of the First Boston Corp. 

That is the undisputed testimony, and it 1s your recollection? 

Mr. Miter. I do not dispute that in the least. We were not con- 
sulted in the release of those. 

Senator Anperson. Mr. Miller, have you ever participated in any 
other public financing where at no time was there a mention of the 
name of the First Boston Corp., even though much public discussion 
of the matter was going on? You see, we were hunting frantically, 
as frantically as human beings can hunt to try to find out who had put 
this deal together. Everybody said, “We don’t know. It just hap- 
pened.” 

We kept saying, “Is there a person who worked in this? Is there 
an organization who worked in this? Did somebody arrange this 
financing ?” 

“We don’t know.” 

Nobody ever heard of the First Boston Corp. until 1 day a man 
made a mistake in his memorandum. He put down the name “Wen- 
zell.” We had never heard the name. And from that day on—— 
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Senator O’Manonry. Senator Anderson, may I suggest to you that 
you make this record perfectly clear and state who you are? 

Senator Kerauver. We have made it clear in the beginning. 

Senator O’Manoney. Now, wait a minute. 

Senator Anprrson. Let us take the same matter here. I do not 
know. 

Senator O’Manonry. Are you not the chairman of the Joint Eco- 
nomic Committee ? 

Senator Anperson. No. I am chairman of the Joint Committee 
on Atomic Energy. 

Senator O’Manoney. Chairman of the Joint Committee on Atomic 
Energy. Were you not set up by law, the same law that set up the 
Atomic Energy Commission ? 

Senator Anprerson. Yes; by the same law. And the law says that 
they must keep the committee currently and fully informed. 

Senator O’Manoney. So that when you say, “We were searching 
for Mr. Wenzell; we were looking for this evidence,” you are speak- 
ing of the Joint Committee on Atomic Energy, set up by the same 

aw which established the Atomic Energy Commission, and you were 
asking for information to which you were entitled by the plain man- 
date of the law which created both agencies ? 

Senator Anprrson. I thought so. And these, without a doubt, 
would tend to show why. 

Senator O’Manoney. Mr. Chairman, I must leave. 

Senator Krerauver. Senator O’Mahoney must leave at this time. 
We can continue at 2 o’clock tomorrow afternoon. 

Mr. Keerre. I do not know whether that is agreeable with Mr. 
ean. 

Senator Gorr. Mr. Chairman, I would like to ask one question. 

Senator Kerauver. We are going to continue here with Mr. Dean. 

Senator Anperson. Are you going to get to Mr. Wenzell ? 

Senator Kerauver. I do not think we are going to get to Mr. Wen- 
zell today. 

How is your situation tomorrow, Senator Anderson ? 

Senator Anperson. I do not know whether I can be here tomorrow 
or not. I would like to. I will try to. 

Senator Krrauver. Can you stay over until tomorrow? 

Mr. Mitrrr. Surely. 

Senator Kreravuver. All right, Senator Gore. You may ask your 
question. 

Senator Gorr. Mr. Miller, in view of the fact that one of the senior 
officers of the First Boston Corp. has testified that the First Boston 
Corp. decided to accept no fee, in part— 
to dispel any doubts or suspicions in the minds of people who were not generally 
familiar with the Mississippi Valley Generating Co. financing that the prior 
activities of Mr. Wenzell with the Director of the Budget—with the Bureau of 
the Budget—would mean that we might profit from any such transaction— 

I wonder if you could advise us if the First Boston Corp. terminated 
the employment of Mr. Wenzell for this same reason. 

Mr. Miuzer. I can advise you that they very certainly did not, and 
that to my knowledge everything that Mr. Wenzell did was known 
to the officers of the First Boston and, as far as I know, approved by 
them, and that his recent termination or retirement has absolutely no 
relation with any of the matters that we are discussing here today. 
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Senator Gorr. To what extent are you informed in that regard? 

Mr. Miner. I have sat in an awful lot of meetings on this subject. 
I certainly cannot claim to sit in all of them. In the past the chair- 
man of our board has explained the background of Mr. Wenzell’s new 
association with the World Bank, which was urgently sought by the 
World Bank, according to my understanding, and I know of no reason 
to relate this termination—good Lord. His termination was only 
last month, I believe, the Ist of June, or his retirement, I should say— 
no reason to relate his retirement to this matter in any way. 

Senator Gorr. Do you have any responsibility as to employment 
of personnel or agents of the First Boston? 

Mr. Mirrrr. No; I don’t. 

Senator Gore. Did Mr. Wenzell discuss with you his retirement 
from the company ? 

Mr. Mirirr. Yes; he told me about it from time to time as it w 
being arranged. 

Senator Gore. You had no part in the making of decisions thereon ? 

Mr. Murr. No. I reiterate that I am not a senior executive officer 
of the First Boston. 

Senator Gorr. And you were not party to the conference between 
Mr. Wenzell and the senior officers when the decision was finally made? 

Mr. Mrttrr. No; I was not, sir. 

Senator Gore. Therefore, you have no personal knowledge of the 
reason for his separation ? 

Mr. Mixer. I have been told the reasons by senior officers and by 
Mr. Wenzell—that he was sought by the bank, a bank that had an 
interesting and longer-term outlook for him, since we have a manda- 
tory retirement at age 65. Although Mr. Wenzell is not 65, he, I 
believe, will be in about 3 years. 

Senator Gorr. Is the extent of your knowledge on this subject that 
which you have been told ? 

Mr. Mirtrr. Oh, yes; clearly. 

Senator Gore. That is all. 

Senator Lancer. Mr. Chairman, could I ask a few questions, too? 

Senator Krerauver. Senator Langer. 

Senator Lancer. How old are you? 

Mr. Mitxer. I am 35, sir. 

Senator Lancer. Are you in good health? 

Mr. Miter. Yes, sir. 

Senator Lancer. Are you used to forgetting things sometimes as 
vou go along in life? 

Mr. Miirer. I don’t claim an outstandingly good memory. 

Senator LANG “9 Your memory has been ood, or has it been bad? 

Mr. Mirier. I don’t think it is any different now than it ever has 
been, if that is 

Senator Lancer. Is it good or is it bad ? 

Mr. Mutter. I think it is only fair, frankly. 

Senator Lancer. Only fair? 

Mr. Mitirr. Yes, sir. 

Senator Lancer. You have never suffered from amnesia? 

Mr. Mriuer. No, I haven’t. I have gone to considerable effort to 
refresh myself on a number of these matters. I certainly could not 
have come in here cold and given you all these dates. I had to check 
it back with everything I could find. 
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Senator Lancer. In other words, you have given the committee the 
best that you can give them ? 

Mr. Miter. I have done everything I can to give you every bit 
of information that we have been able to dig out in the light of what 
we know or what we assumed that you were seeking. 

Senator Langer. I want to be absolutely fair with you. I do not 
understand how a man apparently as intelligent and brilliant as you 
are—you must be to get that enormous salary- 

Mr. Mier. Thank you, sir. 

Senator LANGER (continuing). Could possibly not know what you 
were doing on that date that Senator Anderson asked you about. 

Mr. Miter. I am just as mystified by it as you are, sir. I think 
I would have discovered a record of it or something, or certainly would 
have recalled it. 

Senator Lancer. In other words, if Senator Anderson had not had 
your signature there in that exhibit, you would have, under oath, de- 
nied you ever were there; isn’t that right? 

Mr. Miiirr. I certainly would have, under oath, denied any meet- 
ing at the AEC on the 19th; yes, sir. I believe I would. 

Senator Lancer. Do you ever discuss this matter with anybody in 
the White House, or from the White House ? 

Mr. Mitier. No, sir; I have not. 

Senator Lancer. No liaison officer of the White House ever talked 
it over with you? 

Mr. Mitirr. No, sir. 

Senator Lancer. Mr. Hughes, of course 

Mr. Miter. I have not seen or talked with Mr. Hughes at all since 
the 20th of January 1954 until the other evening when this hearing 
was put off. I saw him down at the elevator and said, “Hello. I am 
Paul Miller.” 

Senator Lancer. Did you discuss the testimony with anyone that 
you were going to give here today ? 

Mr. Miter. Oh, yes, we discussed it with Mr. Dean and Mr. Dool- 
ing. We have gone all through everything we could find, to check 
expense accounts, looking for records. We ‘have done ever ything we 

can to try to pull out the dates that are apparently important upon 
which we normally would not keep complete and accurate records. 
We keep rather busy, and we don’t have outstanding records. And 
if I had come here unprepared, I am sure I would have been a great 
deal more vague than I was. 

Senator Lancer. How do you account for the fact that your mind 
is absolutely blank as to what took place at that first meeting ? 

Mr. Miuirr. I clearly am unable to account for it, Senator. I can 
do nothing but apologize for it, but I have no recollection of a meet- 
ing on the 19th. This is very clear. I can find nothing wrong with 
that. Itis my signature. I just don’t recall it. 

Senator Lancer. If I may ask a personal question. you had not 
been drinking = at day ? 

Mr. Mier. I don’t believe so. 

Mr. Kerrre. May I go on? 

Senator Kerauver. When Senator Langer finishes. 

Senator Lancer. That is all. 

Senator Krerauver. Have you anything else, Senator Langer? 














118 POWER POLICY 


Senator Lancer. I am just as mystified, I might say, as the distin- 
guished witness. 

Senator Keravuver. Mr. Keeffe, will you continue? 

Mr. Keerre. Mr. Miller, let us pass from the day of the 19th or 
the night of the 19th which you do not recollect to the day of the 20th, 
which you apparently do recollect. I wanted to clarify your testi- 
mony to this extent. On the morning of the 20th, are you sure you 
went to the Bureau of the Budget first ? 

Mr. Miter. It is my recollection. 

Mr. Keerre. And you saw Mr. Wenzell? 

Mr. Miutrer. Yes. 

Mr. Keerre. And at that time you saw Mr. Wenzell mystified by 
the Government travel vouchers ? 

Mr. Miuier. I think that is a reasonably good description. 

Mr. Keerre. Aren’t we all? 

Now, Mr. Miller, after that occasion, you and Mr. Wenzell then left 
for the Atomic Energy Commission early in the morning of the 20th ? 

Mr. Mitier. That is my recollection, that the meeting was sched- 
uled for the morning. I don’t know whether it was early or late 
morning. Presumably it was 11 o’clock. 

Mr. Keerre. And you have seen the written record of Senator 
Anderson which reports that you and Mr. Wenzell entered the Atomic 
Energy Commission at 10: 50 a. m. on the 20th, and that you saw there 
Walter Williams, the Deputy Administrator of the Atomic Energy 
Commission ? 

Mr. Minter. Yes. 

Mr. Keerre. And you also saw that written record which says that 
you went out of the Atomic Energy Commission at 4: 10 p. m. escorted 
by John Mackenzie, Admiral Strauss’ personal assistant ? 

Mr. Miter. I saw that record. 

Mr. Keerre. Do you dispute that record? 

Mr. Miter. I have already testified that we went out early after 
the meeting had been called off and came back at or about 3:30 that 
day. Presumably we did not turn in our badges, and used the same 
ones coming back. I don’t recall. 

Mr. Keerre. In other words, you escaped for lunch from the Atomic 
Energy Commission and came back without being recorded in their 
record ? 

Mr. Mitxter. That would be my recollection. 

Mr. Keerre. Or did you lunch there at the Atomic Energy 
Commission ? 

Mr. Miruer. I don’t recall having lunch there. I believe I testified, 
I think we went to the Carlton for lunch. 

Mr. Keerre. Then you came back to a meeting at the Atomic Energy 
Commission at 3 p. m.? 

Mr. Miter. Approximately 3 or 3:30. 

Mr. Keerre. And at 4:30 p. m., you attended a meeting at the 
Bureau of the Budget on the 20th ? 

Mr. Mier. Yes, sir. 

Mr. Keerre. Now, just briefly, because I know it has been a long 
day, after the 20th and into the spring, perhaps, from January 20 
to February 5, Mr. Miller, were you kept informed of how this Dixon- 
Yates deal was progressing, by Mr. Wenzell ? 
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Mr. Micter. Only very generally. I would assume that during that 
time he may have mentioned to me some of the things that he was 
doing in that period. I don’t recall any of them specifically. Any—— 

Mr. Keerre. Well, now, excuse me; [ did not mean to interrupt you. 

Mr. Mutter. Looking back for these dates, and looking for every- 
thing we can find, I have found the record of internal meetings on 
February 5 and on February 10, at which we discussed with the people 
in our organization, who are most expert on interest rates and mar- 
kets, the possibilities—not possibilities, but rather a range within 
which debt funds might be raised for a project of this type. 

I believe Mr. Wenzell asked to get that information for Mr. Dixon’s 
use in putting together the proposal which ultimately we did on Feb- 
ruary—what is it? 25? 

Mr. Krerre. Could you tell me the man in your organization with 
whom you checked during the period January 20 to F ‘ebruary 5, and 
tell us, if you can, what they said to you and you said . them ? 

Mr. Miter. Between January 20 and February 5, I can find no 
record, and I have no recollection of checking w ith’ anyone in our 
organization. I believe Mr. Wenzell may have mentioned the matter 
to me during that period. I don’t know of any other activity on 
it. Idid nothing about it except at those two meetings. 

Mr. Keerrre. During that period, January 20 to ‘February 5, did 
you not testify before ‘the Securities and Exchange Commission that 
you did have discussions with Mr. Wenzel, and when you were asked 
that question, did you not answer this way, Mr. Miller, on page 707 of 
your testimony—I will read the question to make it clear: 

Question. Would you state the substance of the discussions which you had 


with Mr. Wenzell and Mr. Wenzell had with you during the period January 20 
through February 5? 


Answer. The substance of them was that we were able to get together. 

Mr. Dean. When? 

Mr. Keerre (continuing) : 

The substance of them was that when we were able to get together, he re- 
ported to me that, what he knew of progress that was being made, and whether or 
not a proposal was going to go in. I don’t remember the specific things. Un- 
doubtedly during that time, he must have reported to me that, or I must have 
learned from him that, the Southern Co. was going to join in the proposal, I 
assume. 

Mr. Dean. Would you read the next? 

Mr. Kererrer (reading) : 


I don’t recall specifically any of our discussions. 


Mr. Miuier. Does that differ from what I have said here today ? 

Mr. Keerre. Iam asking vou; does it? Is that what you wanted to 
Bay ¢ 

Mr. Mitier. That to me is an accurate statement of what my present 
recollection is of what happened in that period from February—— 

Mr. Kerrre. So looking at that period, January 20 to February 5, 
Mr. Miller, Mr. Wenzell was having discussions with you and keeping 
you informed about the progress of the Dixon- Yates deal ? 

Mr. Mitier. Very generally, and probably—I don’t know how many 
times—but I assume that he was. I remember that during that period, 
because I had been at these early meetings and because I might be 
interested, he mentioned things that had been going on from time to 
time then and after February 5. 


120 POWER POLICY 


Mr. Keerre. You had mentioned February 5 and February 10. 
What specific matters occurred then that make those dates pertinent 
to you? 

Mr. Mitier. Well, in our scratching around in all of our records, 
everything we could find, I found notes of a meeting between 4 people, 
Wenzell, Miller, and 2 of our experts on markets. 

Mr. Keerre. Who were they ? 

Mr. Mitier. Mr. F. A. Cannon and Mr. R. L., I think—Mr. Harter. 

Mr. Keerre. Harter? 

Mr. Mitier. Harter. At which, from the penciled notes, we dis- 
cussed the various bases on which debt money could be raised for a 
proposal of this tvpe. In the first meeting there was discussion of 
50 percent debt, 75 percent debt, and 95 percent debt. Clearly, from 
that little record, we found that we had no idea even what the pro- 
posal was going to be at that stage. But we were tentatively rattling 
around an opinion which we later gave to Mr. Dixon. 

Mr. Krerre. Now, that was a meeting of February 5, and it was in 
New York, Mr. Miller? 

Mr. Mriuier. It was in our office. It was an internal meeting; yes. 

Mr. Kererre. An internal meeting of the First Boston Corp. on Feb- 
ruary 5. 

Now, you have described your own duties at First Boston. What, 
briefly, are the jobs of Cannon and Harter? What are they expert at? 

Mr. Minter. They are the people who are—they are both vice presi- 
dents. Mr. Cannon is a member of our executive committee. They 
are the people who are charged with the job of maintaining daily con- 
tact with markets, with investors, and insofar as we have what. might 
be called a sales organization—we are a wholesale outfit—we don’t 
sel] to individuals or anything, speaking generally, they have general 
charge, Mr. Cannon and Mr. Harter under him, of what can be loosely 
described as the sales end of our organization, to the extent that we 
have one. 

Mr. Keerre. In other words, if a deal developed and an issue came 
and bonds were to be sold, it is the job of Cannon and Harter to sell 
the paper ? 

Mr. Mitter. Depending on the type of transaction. As this eventu- 
ated, and as is normal in this kind of situation, the buying depart- 
ment—that would sound a little strange, perhaps—handled technical, 
large-scale, sophisticated institutional investors, whereas the sales 
department, as it worked out, never had any part of this transaction 
at all. Mr. Linsley and I handled all negotiations. Mr. Linsley had 
the responsibility and I had the details. And we at that time did not 
know who we would go to or what kind of thing it would be, and those 
are the people that we always turned to and were looking for opinions 
on rates. 

Mr. Keerre. Would you turn now to February 10 and tell us what 
discussions you had then ? 

Mr. Mitter. The same type of discussion, except that we apparently 
did not discuss alternative capitalizations. We were talking about a 
high-debt picture, from which I infer that some time between the 5th 
and the 10th, we learned, in some way, I learned from Mr. Wenzell 
and Mr. Wenzell learned from the development of the power pro- 
posal, that it definitely would be done, or he thought it would be best 
to be done, with a high-debt ratio. 
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Mr. Keerre. That refers to the fact that there would be 95 percent 
debt in the Dixon- Yates deal as against 5 percent capital ? 

Mr. Mirier. The proposal for power that would be submitted by 
the two utility companies—I don’t think they even had a corporate 
entity at that time—would be premised on a very high-leverage 
financing. 

Senator Anperson. That does not answer his question. You said 
95 percent ? 

Mr. Mutter. I don’t know, sir, that we were specific down to that 
number. I think what we were talking about, probably, was what 
we referred to as the OVEC pattern. 

Senator ANperson. When was this? 

Mr. Mitzer. What? 

Senator AnpEerson. What time was this? 

Mr. Miter. This was February 10. 

Senator Anperson. And you did not have a pattern established at 
that time? 

Mr. Miter. Oh, no; there was nothing at that time. But we had 
already done the Ohio Valley business. Everyone in our shop was 
familiar with that business, so that when we referred to the OVEC 
pattern, so-called, we would be talking about a high-leverage financ- 
ing. 

Senator Krerauver. Do you have those memoranda that you were 
talking about ? 

Mr. Miter. I don’t, no, sir. 

Senator Kerauver. Where are they ? 

Mr. Mutter. I don’t know. I think they are in our files in New 
York. 

Mr. Keerre. May we have copies of these memos, Mr. Dean? 

Mr. Murr. Surely. They are just penciled scratches. I found 
them in Mr. Harter’s files. 

Mr. Keerre. We will be glad to have them in whatever shape, Mr. 
Miller. 

Senator Lancer. Mr. Chairman. 

Senator Keravuver. Senator Langer. 

Senator Lancer. I have a question. 

When did you first see the contract between Dixon-Yates, or their 
corporation, and the Atomic Energy Commission ? 

Mr. Mirirr. I believe that I saw a draft of the contract—you are 
speaking of drafts, I presume ? 

Senator Lancer. Right. 

Mr. Miter. I would guess in the period of approximately Sep- 
tember 1954. I do recall that in our negotiations with the potential 
investors, we used the proposal itself, which was not a contract—it 
was a proposal—in April there was an entity known as the Mississippi 
Valley that made a proposal to the Atomic Energy Commission—we 
used that with the investors. So there wasn’t a contract then and 
considerably after. 

Senator Lancer. What did you see in April 1954? 

Mr. Miter. I saw, after the proposal was made, which was April 
10, 1954—I saw the proposal that had been made by the Mississippi 
Valley to the Atomic Energy Commission, and then, in the latter 
part of May—we used copies of that actual proposal in discussing the 
matter with the investors. 
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Mr. Keerre. Mr. Miller, did you not see the proposal of February 
25? 

Mr. Miter. I think I saw it after it went in. But that was not 
used with investors and never resulted in a contract. 

Mr. Keerre. Didn’t you work on that proposal or with respect to 
it during the period February 10 to February 23? 

Mr. Miter. No. 

Senator Lancer. What year? 

Mr. Keerre. 1954. 

Mr. Miter. No; I did not. I don’t believe I ever say that pro- 
posal until after it went in. The only participation I had was the 
two meetings internally to give Mr. Dixon an interest rate for his use 
in preparing that proposal. I later learned that it was used in that 
proposal. 

Mr. Kererre. After that discussion on the 5th and the 10th with 
Cannon and Harter about the interest rate, wasn’t a draft letter pre- 
pared to advise Dixon- Yates with respect to the cost of the financing, 
a letter under date of February 23? 

Mr. Mitter. Yes; I understand that there was. 

Mr. Krerre. May I have a copy of that letter, Mr. Dean? 

Mr. Dean. Yes. 

Mr. Miuter. If we have it. 

Mr. Keerre. Did you work on that, Mr. Miller ? 

Mr. Miter. I did not; no, sir. 

Mr. Keerre. Did you know about it? 

Mr. Miter. I believe I saw it after the proposal had gone a. 

Senator Lancer. Who worked on it? 

Mr. Keerre. Mr. Wenzell, who worked on the draft of that letter, 

am sure. 

Senator Lancer. How often was that draft changed ? 

Mr. Miter. When you see the draft, which I have seen, I think you 
will find that there is only one minor change between that draft and 
the final letter which was given by us and signed by Mr. Linsley on the 
14th, was it, the 14th of April, I believe. 

Mr. Keerre. That is right. 

Senator Keravver. Now, just before we proceed any further, we 
are talking now about a letter that First Boston wrote to Mr. Dixon 
on February 23, advising him about the finances and what they could 
depend upon, what could be done. 

Mr. Keerre. Correct, Senator. 

Senator Kreravuver. The draft of the letter. 

Mr. Muurr. The draft of a letter which was later finalized in 
April; yes, sir. 

Senator Kerauver. And that letter was later worked on by Mr. 
Wenzell? He got up the letter? 

Mr. Mitier. It was; yes, sir. 

Mr. Miiter. It was; yes, sir. 

Senator Kerauver. Were you with him there and saw him work 
on it? 

Mr. Miter. No, I don’t remember being there with him. I believe 
he reported to me that he made that draft. “Reported” is a poor 
choice of word. I since learned that he made that draft. 

Senator Kerauver. Now, let me see. February 23 is the date you 
are talking about the draft; is it not? 
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Mr. Mitter. That is the date that Mr. Keeffe gave. 
Senator Kerauver. That is the date; is it not? 
Mr. Keerre. Yes, it is. 

Senator Keravuver. It should be noted that according to Mr. 
Hughes, Mr. Wenzell was working for the Bureau of the Budget on 
February 23, and got his $10. 

Mr. Miuter. That is absolutely correct. He was. 

Senator Keravver. He was? 

Mr. Miter. Yes, sir. 

Senator Krerauver. I thought you said he wrote a draft of a letter 
from First Boston to Yates. 

Mr. Miutrr. Yes, sir; he did. Mr. Dixon requested First Boston’s 
opinion on interest rates, and he made that request of Mr. Wenzell, 
whom he was going right along with. First Boston gave that opinion 
and gave it through Mr. Wenzell orally, as I understand it. 

Senator Krerauver. You mean he 

Mr. Mitier. He gave it before the February proposal. 

Senator Keravuver. This was a business letter from First Boston 
to Mr. Dixon of Dixon-Yates. ‘That is a draft letter. 

Mr. Mituer. Yes, sir; it was. 

Senator Kerauver. And that is the same day he was working for 
the Bureau of the Budget on the 23d of February ? 

Mr. Mitier. It was. I don’t remember the date. I know he was 
working for the Bureau of the Budget during that period. 

Senator Anperson. Could I just point out there that on that very 
day Mr. Wenzell signed in with the Atomic Energy Commission on 
February 23, 1954, at 12:32, and he was escorted in by Mr. E. H. 
Dixon, who has a Q clearance, and went in to see General Nichols 
on this very subject. So it ties in exactly with what you said. 

Mr. Miter. Oh, yes. 

Senator Anperson. When he signed the slip, he showed he was 
working for the First Boston Corp. 

Mr. Mitter. I didn’t know. I assumed he did. 

Senator Kerauver. You were advised about all of this? You know 
about this? 

Mr. Mitier. Only in general; yes, sir. He reported to me during 
that period what was transpiring in general. 

Senator Anperson. And actually General Nichols helped prepare 
the letter, did he not ? 

Mr. Murr. I have no idea of that. Which letter are you referring 
to? 

Senator Anperson. The one on February 23, with modifications 
to that letter. 

Mr. Mutter. I believe we must be talking about two different let- 
ters. 

Senator Anprerson. All right. 

Mr. Mitter. To my knowledge he didn't. 

Senator Anperson. Then you are talking about the letter of the 
First Boston Corp., the draft of the First Boston Corp. ? 

Mr. Miuter. A draft dated February 23 of a letter which I be- 
lieve was eventually finalized in April. 

Senator Keravver. But after this letter of February 23, you are 
aware, Mr. Miller, that on February 25, Messrs. Dixon and Yates 
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wrote the Atomic Energy Commission a letter apparently based upon 
your draft or part of it? 

Mr. Minter. Oh, yes; we realized that. 

Senator Kerauver. And in the next to the last paragraph it says: 

We have received assurances from responsible financial specialists expressing 
the belief that financial arrangements can be consummated on the basis which 
we have used in making the proposal and under existing market conditions 
and our offer is conditioned upon such consummation. 

You knew about that, did you not ? 

Mr. Mitre. I believe I saw that proposal shortly after it went 
in. 

Senator Keravver. So the purpose of the draft letter of the 23d 
to Mr. Dixon was to enable Dixon and Yates in turn to write a letter 
2 days later to the Atomic Energy Commission, which letter is con- 
tained in the hearings of the Joint Committee at page 931, saying 
that they had their financial arrangements worked out, or they were 
assured that they could work them out ? 

Mr. Mitrrr. I don’t believe that is quite accurate, Senator. The 
letter was never delivered, as you know. We gave them an opinion 
orally upon what might be done under then existing market con- 
ditions, and Mr. Dixon very clearly states that he depended on our 
opinion. We were obviously the financial specialists whom he con- 
sulted. There were no financial arrangements worked out at that 
time. 

Senator Krravver. I do not understand why in this Dixon- Yates 
letter when they say: 


We have received assurances from responsible financial specialists— 


that was you and Mr. Wenzell, was it not? 
Mr. Miter. “ Assurances,” what? 
Senator KEFAUVER (reading) : : 


expressing the belief that financial arrangements can be consummated— 


and so forth. The assurances were from you and Mr. Wenzell? 

Mr. Miter. The assurances were transmitted by Mr. Wenzell, and 
the belief was that of the First Boston Corp. as experts in money 
markets. 

Senator Keravuver. In other words, Mr. Wenzell took this up with 
the officials of the First Boston to get their confirmation of his belief? 

Mr. Mitier. With the three people I have mentioned: Cannon, 
Harter, and myself. 

Senator Kerauver. And you were there. I wonder why the let- 
ter did not say anything about the First Boston Cor p. That was the 
corporation that—— 

Mr. Mixer. I think that is pretty clear, Senator, if I may say so. 
Dixon was in no way committed to us. Dixon and other utility execu- 
tives frequently asked our advice. Certainly our point of view was 
that Dixon, who had been a major participant in the EEI—in Elec- 
tric Energy, Inc.—where financing was done with no agents, might 
very well have gone right ahead and done this thing on his own with- 
out any agent. ~Presum: ably 

Senator Keravver. Did Admiral Strauss and Mr. Hughes—they 
would certainly be interested in knowing the reliability of the financial 
agent because they acted upon this offer—did they inquire who the 
financial agent was? 
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Mr. Mirter. Well, they certainly did not inquire of me. 

Senator Krravver. They, of course, knew the financial agent was 
First Boston; did they not? 

Mr. Muuer. I would assume that they knew it after we became 
financial agent in May, but I really don’t know what they knew or 
what they did not know. I never had any contacts with them after the 
February meetings that we have discussed—January meetings, I mean. 

Senator Keravver. Just as a matter of pri actice, this is an important 
offer by Dixon and Yates to the Atomic Energy Commission, and one 
of the vital parts about it was the assurance from responsible financial 
specialists that their financing could be arranged, and so forth. They 
would certainly want to know who those people were; would they not ? 

Mr. Mitre. I don’t want to speak for them, but Mr. Dixon is a 
very responsible gentleman who settles financing in his company prob- 
ably 2 or 3 times a year, for the last X number of years, and is no 
babe in the woods about financing himself. So when he made that 
proposal as head of a responsible | corporation—he and Mr. Yates— 
I would think that the people would acknowledge that they were 
knowledgable people in the field of finance. Both “Middle South and 
Southern Co. are continually raising funds in the market. 

Mr. Keerre. Mr. Miller 

Senator Keravuver. Just one question along that line. Are you 
aware, Mr. Miller, that when another group tried even to talk about 
the matter, the so-called Von Tresckow group, that they were required 
to divulge everybody who was going to be of any connection with their 
financing and let that be made public and give the information to 
Admiral Strauss ? 

Mr. Miter. I knew another proposal had been made, sir. I didn’t 
know what they were required to divulge. 

Senator Keravver. Well, that is true, that they had to give all the 
details of everybody who was going to have anything to do with their 
financing before they would even talk to them. 

Senator Lancer. Even the names of the engineers. 

Senator Kerauver. The names of the engineers, the names of the 
banks, the names of the insurance companies, everybody. 

Go ahead, Mr. Keeffe. 

Mr. Keerre. Mr. Miller, if Mr. Dixon is so smart, how do you ac- 
count for the fact that he did not know down to May 1955 that he 
did not have to pay First Boston a fee? 

Mr. Miter. I assume he may have felt that he wanted to pay us a 
fee. That is the only assumption I can make. 

Mr. Keerre. His testimony before the SEC on page 128 on June 
7, 1955, is this way: 








Question. Mr. Dixon, have Middle South and Southern agreed to pay The First 
Boston Corp. a fee for their participation in the debt financing? 

Answer. We have agreed that there will be no fee. 

Question. Will they be paid any compensation in any form? 

Answer. No, sir. They have had a very modest amount of expenses, which 
we will reimburse them for, but neither First Boston nor Lehman Bros. will 
be paid any compensation. 


Question. Are you familiar with the order of the Arkansas Public 
Commission— 


that is the one in May 1955— 


Answer. Yes, sir. 
6595 


Service 
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Question. And the statement in that order—lI shall quote it: “‘While the com- 
pany is not paying any underwriting or broker fees for its financing, it may make 
payments to the First Boston Corp. and Lehman Bros. in connection with their 
services in working out the general terms of the loan agreements.” Do you know 
why that statement is in the Arkansas order? 

Answer. Yes, sir; I do— 


this is Dixon— 


In the proceeding there the question arose as to fees, and it had not been defi- 
nitely decided whether or not there would be any compensation. Subsequent to 
the taking of that record, the arrangements were finalized that there would be 
no compensation to either party. It was a function of timing. 

Senator Kerauver. What was the date of the Arkansas 

Mr. Minter. Do you want my comment on that? 

Mr. Keerre. I believe the Arkansas order was May 21. Is that not 
correct? May 21, 1955? 

Senator ANDERSON. We would like some comment that you have. 

Mr. Minier. Yes; I think it is worthy of comment. 

Senator Kerauver. Make any comment you want, Mr. Miller. But 
let us get our questions and answers brief. 

Mr. Miter. I will make it very short. 

Mr. Dixon, as I believe you indicated, testified that there would 
be no compensation of either party. We have never had any dis- 
cussion, or we had no knowledge of whether or not Mr. Dixon planned 
or thought he might pay Lehman Bros. a fee and not us, or something. 
So that t testimony may be subject to that construction. 

Mr. Kerrre. Do you think he— 

Mr. Miter. Certainly we know we advised him of our position in 
November 1954. 

Mr. Keerre. Do you think his testimony relates only to Lehman 
Bros. and not to First Boston ? 

Mr. Miter. I don’t know. I thought it was subject to that con- 
struction, and I thought I would mention it. 

Senator Kerauver. Well, Mr. Canaday testified to the same thing, 
that it had not been settled. 

Is there anything else, Mr. Keeffe. 

Mr. Keerre. That is all, Senator. 

Senator Krrauver. Mr. Miller, let us get on very quickly to the 
end of this matter. 

Later on, the Atomic Energy Commission accepted the proposal 
of February 25, 1954, upon the direction of the President, and then 
the matter then came to the First Boston to find the institutional in- 
vestors who would buy the bonds; is that right ? 

Mr. Mier. Yes, sir. 

Senator Kerauver. And that was handled by First Boston? 

Mr. Mitter. We acted as the agent of the company that arranged 
for the debt financing. 

Senator Kerauver. And you had a hand in ending that? 

Mr. Miter. Yes, sir. I actively participated in that. 

Senator Kerauver. And what did you do then in that connection ? 

Mr. MILLER. We hi andled on behalf of the company, and some- 
times—I will say accompanied by officers of Middle 
South, and acting jointly with Lehman Bros. ., all negotiations with 
insurance companies, including the ones who were ultimately com- 
mitted for the bonds, with the three banks that we discussed earlier. 
I attended, I would assume, practically all the meetings. 
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Senator Kerauver. How many meetings were there, about, do you 
think ? 

Mr. Miter. I could not give you the number, Senator. I think be- 
tween the period of approximately May 20, or about May 25 and July 
10 or 15, there were meetings practically daily on some aspect of it. 

Senator Krrauver. You spent practically all your time on it during 
that time, did you not, Mr. Miller? 

Mr. Miter. Well, no, I don’t think that is quite true. 

Senator Kerauver. Anyway, you had meetings almost every day? 

Mr. Miter. I certainly was very active and spent a lot of time 
at it. 

Senator Krrauver. And several other employees of First Boston 
were very active in it, too, at the same time? 

Mr. Miter. Mr. Linsley was as active as I was, and he was the only 
one actively engaged at that time. 

Senator Kerauver. And who else was active as you, you say? 

Mr. Miutier. Mr. Duncan Linsley, vice chairman of our board, then 
chairman of the executive committee. 

Senator Krrauver. Did you make representations to the Metro- 
politan and other insurance companies ? 

Mr. Mitier. We described the proposal to them, the papers left 
with them described the proposal. 

Senator Krerauver. Do you have writings of what you sent to 
them ? 

Mr. Minter. I am sure we have them. 

Senator Kerauver. Will you get those? 

Mr. Miter. Certainly. 

Senator Kerauver. When can we have them ? 

Mr. Mutter. I would think I would be able to get them tomorrow 
morning. 

Senator Kerauver. Did you send out a prospectus about what it 
was all about? 

Mr. Miruer. No, sir. 

We made a short memorandum, with three parts, a short description 
of the proposed transaction, a short description—and I must say it 
was done on a trading basis of the way we wanted to present the 
financing to an insurance company at that time—and attached to it 
was the proposal of April 10. 

Senator Krrauver. And you can bring that tomorrow afternoon ? 

Mr. Miter. I certainly can, sir. 

Senator Kerauver. Now, how much did Mr. Wenzell have to do in 
this? 

Mr. Miter. In the negotiations with insurance companies ? 

Senator Kerauver. Yes. 

Mr. Mitirr. Nothing. 

Senator Kerauver. After the matter had been settled that you 
would be the broker, then it was turned over to another division, or to 
you and the sales agents ? 

Mr. Miter. The matter was assigned to Mr. Linsley and myself, 
and we handled the entire transaction on behalf of Middle South 
and Southern. 

Senator Krerauver. Now, Mr. Miller, also on the back of this 1954 
statement, or brochure, are listed about 12 electrical utilities you did 
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financing for during 1954. Will you try to get up a list of the financing 
that you : have handled since 1946, when you came with First Boston? 

Mr. Miuier. Only those ones on which I have worked ? 

Senator Krravuver. The ones that you have participated in. 

Mr. Mitter. I would be glad to do that. 

Senator Keravuver. Very well. 

And will you have that for us by tomorrow, too, if you can? 

Mr. Muir. I think I can; yes, sir. 

Senator Kerauver. Is there anything else, Senator Anderson ? 

Senator AnpErson. Nothing else. 

Senator Krerauver. Senator Langer? 

Senator Lancer. No. 

Senator Krerauver. Senator Gore? 

Senator Gore. No. 

Senator Kerauver. Any questions? 

Senator Lancer. No. 

Mr. Mixxer. Senator 

Senator Knrauver. Just a minute. 

Do you have anything else you would want to say ¢ 

Mr. Miter. I would like to ask the question of whether you would 
like me to be present tomorrow. 

Mr. Keerre. We would. 

Senator Kerauver. We would like to have you come back very 
briefly just to bring these documents, principally. 

Mr. Misrerr. Certainly. 

Senator Kerauver. At 2 o’clock. 

Mr. Mixer. I just wanted to be sure whether you wanted me. 

Senator Lancer. I want it understood that counsel can ask addi- 
tional questions. 

Senator Kerauver. Counsel can ask additional questions, Senator. 

Mr. Keerre. Thank you, sir. 

Senator Keravver. We will stand in recess until 2 o’clock. 

(Whereupon, at 5 p. m., the subcommittee adjourned. to reconvene 
at 2 p. m., Thursday, July 7, 1955. 
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THURSDAY, JULY 7, 1955 


Untrep Srates SENATE, 
SuBcoMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 2 p. m., in room 424, 
Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), Langer, O’Mahoney, 
Anderson, Gore, and Butler. 

Also present : Representatives Holifield and Vanik, Arthur John 
Keeffe, assistant counsel. 

Senator Krrauver. The committee will come to order. 

Senator O’Mahoney and Senator Langer will be here shortly, but 
we have Senator Butler, who is a member of the Judiciary Committee, 
and Senator Anderson, the chairman of the Joint Committee on 
Atomic Energy, and Senator Gore present; so I think we have a good 
enough representation to start at this time. 

We also are very happy to have with us Congressman Chet Holifield, 
of California, who is a member of the Joint Committee on Atomic 
Energy and has had a great deal of interest in this matter. 

This is a continuation of our hearing of yesterday for the purpose 
of trying to get the facts about the Dixon- Yates controversy, and 
about happenings in the Atomic Energy Commission and the Bureau 
of the Budget, the administrative side of the Government in connection 
with it. 

Yesterday after the hearing, a majority of the task force of this 
subcommittee met and voted to send the Attorney General of the 
United States, Mr. Brownell, a letter. This was also joined in by 
Senator O’Mahoney, who gave his assent to the letter subsequently. 

I will ask counsel for the committee, Mr. Keeffe, to read the letter 
into the record at this point. 

Mr. Keerre (reading) : 


JuLY 6, 1955. 
Hon. Hersert BROWNELL, 


Attorney General of the United States, 
Department of Justice, Washington, D. C. 


DEAR Mr. ATTORNEY GENERAL: This afternoon the subcommittee, consisting of 
Senators O’Mahoney, Langer, and myself, took up reports which have been re- 
ceived that on your instructions, agents of the Federal Bureau of Investigation 
have questioned Maj. Thomas H. Allen, president of the Memphis Light, Gas and 
Water Division, concerning the recent decision of the city of Memphis to build 
an electric generating station. 

The'subcommittee decided that these reports made it imperative that you make 
a full and complete explanation of the reasons why the FBI has been brought 
into the Dixon-Yates controversy. 


129 
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Accordingly, the subcommittee would appreciate being advised as soon as pos- 
sible when it would be convenient for you to appear for the purpose of explaining 
this unprecedented action. 


I trust that you will find it possible to meet with our subcommittee not later 

than Friday of this week. 
Sincerely, 
Estes KEFAUVER. 

Senator Kprauver. May I admonish or ask all of the witnesses and 
the Senators and counsel and especially the chairman to speak louder 
this afternoon so that everybody can hear? Some members of the 
press said they could not hear yesterday. 


TESTIMONY OF PAUL L. MILLER, ACCOMPANIED BY ARTHUR H. 
DEAN AND JOHN F. DOOLING—Resumed 


Senator Keravuver. Mr. Miller, yesterday you were asked to furnish 
certain documents. 

Mr. Dean. I have them here. 

Senator Kerauver. Mr. Dean, you have them here? 

Mr. Dean. I will be glad to produce them. 

Senator Krerauver. All right, Mr. Dean. First we would like to 
have the document, the copy of the prospectus or whatever it was that 
was sent by First Boston to the insurance companies in connection 
with getting them to buy the Dixon- Yates bonds. 

Mr. Dean. This was a private placement, so consequently the 
prospectus was not used. 

So I hand you three memoranda, one entitled “Mississippi Valley 
Generating Company, General,” one entitled “Mississippi Valley 
Generating Company Bank Credit Agreement,” the latter dated 
August 16, 1954; and a memorandum entitled “Mississippi Valley 
Generating Company, First Mortgage Bonds, Proposed Major Terms 
and Conditions.” 

I might say, Senator, that having called on people from Boston 
where our accounting office is located, who worked most of the night, 
and we had several people working in the New York office who flew 
this down this morning, therefore I did not have time to have these 
photostated for the committee. 

Senator Kerauver. We appreciate your going to so much trouble 
for us, Mr. Dean. 

This thick one is called the Mississippi Valley Generating Co., 
General, which consists of quite a number of pages with exhibits. 
That will be made exhibit 1 to the record this afternoon. 

(The pamphlet was marked “Exhibit 1.”) 

Senator Krravver. The second one seems to be the Mississippi 
Valley Generating Co. Bank Credit Agreement, and on the top left 
side is “First Boston Corp.” and under that is “Lehman Bros.” It 
seems to be dated August 16, 1954. 

We will make that exhibit 2 to Mr. Miller’s testimony this afternoon. 

(The pamphlet was marked “Exhibit 2.”’) 

Senator Keravuver. The third seems to be a memorandum of August 
16, 1954, entitled, “Mississippi Valley Generating Co., First Mortgage 
Bonds, Proposed Major Terms and Conditions,” and on the left upper 
side is “First Boston Corp.” and under that is “Lehman Bros.” 

We will make that exhibit 3. 

(The document was marked “Exhibit 3.”) 
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Senator Krrauver. Now, do I understand that this is all that was 
sent to the insurance companies or to the institutional investors by 
First Boston Corp. ? 

Mr. Miter. Senator, I believe we, from time to time, forwarded to 
them information from the press and other matters. Those were 
the only documents which related to the financing and to the terms 
of the financing. 

I might, if I looked, which I have not done, find letters to the 
proposed purchasers enclosing informative material from the press 
or from proceedings that were taking place here. 

Senator Kerauver. Mr. Miller, will you look through and see what 
letters you have and go over them with Mr. Keeffe, the counsel for this 
subcommittee? And between you you can determine the pertinency 
of them. 

Mr. Miter. I will be glad to. 

Senator Krrauver. Now, there is one thing that seems to be ob- 
viously missing, and that is that you do not send things lke this 
without some letter of explanation. 

Do you have a copy of the covering letter ? 

Mr. Miuirr. May I clarify one point, sir? 

Senator Keravuver. Yes. 

Mr. Mitier. The memorandum which you have marked “Exhibit 
1,” which toward the end is dated, I believe, May 18, 1954, was given 
by hand to the proposed purchasers in the initial instance, the first 
time that we approached potential buyers. 

The two memorandums dated in August are the result of negotiations 
flowing out of the initial presentation memorandum. They show 
considerably different provisions, and they again were delivered, I 
believe, by hand, because they were negotiated material reflecting the 
ideas of the insurance companies, the banks, and the company. 

Senator Kerauver. You mean, you took these over to the Metropol- 
itan and to these other insurance companies and banks by hand, Mr. 
Miller? 

Mr. Mitter. Our method of handling the matter, Senator, was to 
call and make a date with the appropriate people, to visit them, and 
discuss the proposal and leave with them this informative material. 

Senator Kerauver. And there was no covering letter of explanation 
from First Boston to the proposed investors on any of these? 

Mr. Miter. No, sir. 

Senator Krravver. Will you look in your files and see if you do 
not find such letters? 

Mr. Miter. I will be glad to. It is possible that the August 
memorandums were sent by mail after they had been duplicated, and 
I may have a covering letter for those. I am quite sure that there 
is none for the May memorandum. 

Senator AnpERsON. Could I ask one question here? 

Senator Keravuver. Senator Anderson. 

Senator Anperson. In these two memorandums that you mentioned, 
how closely do they follow the pattern of the bank credit agreement 
dated April 21, 1955? 

Senator Krrauver. Now, Senator Anderson, you speak louder. 
Let us all speak up. 

Senator Anperson. These two proposals were formalized into a 
bank credit agreement and a Seoul purchase agreement, both dated 
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April 21, 1955. How closely do your proposals reflect what was 
finally agreed upon? 

Mr. Mitter. The proposal of May is substantially different from 
the arrangements as they were finally agreed upon as reflected in the 
definitive papers. 

The two parallel memorandums, one for the bank loans and one for 
the mortgage loans, of August, are—— 

Senator AnpErson. August? 

Mr. Mier. Yes, sir. My memorandum is dated 

Senator Burrer. August 16. 

Mr. Murr. Are reasonably close to what we then considered a busi- 
ness arrangement in principle. There were numerous changes in 
details subsequent to that time, but after the August memorandum, I 
believe the principles of the financing were settled so far as the per- 
centages of bonds and bank debt and that type of stuff. 

Senator Anprrson. Do I understand, then, that this bank credit 
agreement, dated April 21, 1955, follows pretty closely the memoranda 
of August ? 

Mr. Miter. In general terms, sir. It was the subject of very long 
and detailed negotiation on the legal side from August right through 
the period when they were fin: ally. executed. 

There were, as I believe you know, changes in the contractual ar- 
rangements with AEC subsequent to August which I believe are 
reflected in the final definitive material. 

Senator Anprrson. Was the bank credit agreement prepared by 
the First Boston Corp. ? 

Mr. Mitier. No, it was not, sir. 

Senator Anperson. Are you familiar with it? 

Mr. Mitter. In a very general way. I was sent proofs of that ma- 
terial as they developed in the negotiations between counsel for the 
banks and counsel for the Middle South and Southern. 

Senator Anprrson. When you say “in a general way,” are you not 
familiar with the final contract ? 

Mr. Miuier. I cannot claim to have detailed knowledge of it. 

Senator Anperson. Then how could you testify that it followed the 
agreement of August? 

Mr. Mirurr. I have read it. 

Senator Anperson. That is what I thought. 

Now, in reading it, did you find a phrase that says: 

The term “memorandum” shall mean the memorandum of Ebasco Services, 
Inc., dated April 1955, a copy of which has been delivered to the bank. 

Mr. Mriiuer. Yes. 

Senator Anperson. Did you deliver or did anyone else deliver such 

memorandum to the bank? 

Mr. Mitter. I did not, sir. 

Senator Anperson. Do you know what was in the memorandum ? 

Mr. Mirier. After the preparation of the memorandum and after 
its delivery, I have seen that memorandum. 

Senator Anperson. Who prepared the memorandum ? 

Mr. Mriuer. I believe it was prepared by Ebasco Services. I am 
sure that they collaborated with Misciseipp! Valley in its preparation. 
And I believe that representatives of the insurance companies and 
the banks also approved it before it was finalized. 
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Senator Anprerson. The reason why I asked is that so far as I 
know, no copy is in existence. 

Mr. Minter. Of the Ebasco memorandum ? 

Senator Anperson. Yes. It is not in the files of the Joint Commit- 
tee on Atomic Energy. Of course, we did not get the copy of this 
contract until the 29th d: ay of June. We have not had a copy of the 
memorandum yet. ‘The mortgage, it says, shall mean the mortgage 
and deed of trust dated as of April 1, 1955, from the company to the 
First National City Bank of New York as trustee in substantially 
the form thereof annexed as exhibit B to the bond-purchase agree- 
ments. 

Have you seen the mortgage? 

Mr. Murr. I have, sir. 

Senator Anperson. It does exist, then. 

Senator Krrauver. Senator Anderson, you have not been able to 
get the Ebasco memorandum, but let us see if we cannot get it. 

Senator Anperson. I was going to ask for both the Ebasco memo- 
randum and the mortgage, if we have them. 

Mr. Mixuer. I believe I have them. 

Senator Kerauver. Let us go to the Ebasco memorandum. Do you 
have a copy of it? 

Mr. Dean. No; we do not, Senator. 

Senator Anprrson. He says he has one. 

Mr. Mitver. I may have one in my hotel, actually. I know we have 
one in New York. I do not know whether I have it in the hotel or not. 

Senator Kerauver. Mr. Miller, will you undertake 

Mr. Miuuier. Certainly, it is available. 

Senator Kreravuver. Will you undertake to have it for us in the 
morning? We will probably be continuing on our hearing in the 
morning. So make a note of the Ebasco memorandum. 

Mr. Miuurr. Certainly. 

Senator Kerauver. All right, Senator Anderson. 

You have not been able to get the Ebasco memorandum ? 

Senator ANpErsoN. No. 

Senator Burier. Does the chairman also want the mortgage ? 

Senator Kerauver. Senator Anderson was going to ask about the 
mortgage. 

Senator Anperson. I would appreciate having a chance to examine 
it. 

Senator Krerauver. And then the mortgage ? 

Mr. Mituer. | believe we have a copy of it. The mortgage is not in 
final form, sir. But the form of mortgage which is attached to the 
bond-purchase contract, I believe we have. 

Senator Kerauver. And you will undertake to have that for us in 
the morning, too? 

Mr. Miuuer. Certainly. 

Senator Anperson. Now, it is your testimony, I believe, that you 
approached only three banks in connection with this transaction? 

Mr. Miter. Three commercial banks; ves, sir. 

Senator Anprerson. Which were those? 

Mr. Miuirr. Those were the Chase National Bank, which is now 
the Chase-Manhattan Bank, the Hanover Bank, and Irving Trust Co. 


Senator AnpERson. Did you talk to the Guaranty Trust Co. of 
New York? 
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Mr. Miter. I did not, and I do not believe anyone in First Boston 


did. 

Senator Anperson. Or the Chemical & Corn Exchange Bank? 

Mr. Miter. No, sir. 

Senator Anprerson. Who did talk to them; do you know ? 

Mr. Miter. It is my understanding that representatives of Middle 
South talked with certain of the banks, and that Mr. Yates himself 
talked with some of the banks other than the three with whom we 
varried on negotiations, who are the ones who have the largest 
participation. 

Senator Anperson. Are you familiar with the provision for an addi- 
tional one-half percent of interest for unused commitment money ? 

Mr. Miuirr. Generally; yes, sir. 

Senator ANpErson. Who was to get the one-half of 1 percent? 

Mr. Mitier. Who was to get it? 

Senator Anperson. Yes. 

Mr. Mirier. The lenders. You are speaking of the bank credit 
agreement ? 

Senator Anprerson. The credit agreement, for both banks and 
bonds 

Mr. Miter. In either case 

Senator Anperson. Provides that a total of $120 million may be 
committed ? 

Mr. Miter. Yes, sir. 

Senator Anperson. Of which they may not need more than $90 
million ? 

Mr. Miter. Yes, sir. 

Senator Anperson. Certainly they would not need more than $99 
million. There is $20 million, which 40 years shall bear one-half of 
1 percent, and if I figure correctly, 20 percent of $20 million is the 
sum of $4 million. Who is to get the $4 million ? 

Mr. Minrer. The one-half of 1 percent, which is applicable as a 
commitment fee for the entire $120 million, is a payment recognizing 
the fact that the insurance companies and banks are standing by with 
funds until the time that they are borrowed. The commitment fee 
of one-half of 1 percent in both cases accrues until the time the money 
is borrowed. 

Senator Anperson. I understand that, but who gets it ? 

Mr. Miter. It does not run for 40 years. 

Senator Burier. Mr. Chairman 

Mr. Minter. It goes to the banks and to the insurance companies in 
the relationship of their commitment to lend funds. And when they 
take the funds down, they receive interest on the funds that they 
are lending, and when the plant is completed or, I believe, at the end 
of the commitment period of the banks, the one-half of 1 percent no 
longer accrues. 

Senator Butter. May I ask a question, Mr. Chairman ? 

Senator Kerauver. As soon as Senator Anderson is finished. 

Senator Anprerson. That was my question. I wanted to know 
where the one-half of 1 percent went. 

Senator Burter. I just want to ask—— 

Senator Keravuver. Just a minute. Let us let Senator Anderson 
finish his question. 

Mr. Miuzer. Did I answer your question ? 
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Senator Anpgerson. Yes. I understand how financing can be ar- 
ranged. You go in and say, “I want so much money available. I 
am willing to pay something to have it available.” It is not an un- 
usual transaction. 

Mr. Mitxer. No, sir, it is common. 

Senator Anperson. I wanted to know who got it. Sometimes it 
goes to the person who arranges the transaction. 

Mr. Miter. The lenders, respectively. 

Senator ANDERSON. It sometimes goes to the person who handles 
the financing. 

Mr. Miter. I am not familiar with a case like that. 

Senator Butter. Senator, may I ask a question ? 

Senator Kerauver. Just a minute. 

Senator Anderson, the bond agreements you have there are not to 
be copies into the record, but I think will be filed as exhibits here, and 
will be useful. : 

Senator Anperson. I hope I may not have to filethem. As you may 
notice, there is a little bit of red penciling here and there, that repre- 
sents midnight oil. I would rather you get a copy that someone else 
has worked on. 

Senator Krerauver. Let me ask, Senator Anderson 

Senator ANDERSON. If you ask only for exhibits B-1 and B-2, 
which are the bank-credit agreement and the bond-purchase agree- 
ment, I believe they can be supplied. But I have a lot of other 
material in here besides the information on this, and I would not like 
to leave it. 

Senator Keravuver. Without objection, they will be ordered to be 
filed as exhibits, and not copied into the record. 

But may I ask Senator Anderson, since you have studied them so 
much, do you find First Boston Corp. set forth in these bank-credit 
agreements ¢ 

Senator Anperson. No; I do not. 

Senator Keravuver. Senator Anderson, you have had a great deal 
of experience in financing. Would the name of the financial agent be 
set forth? 

Senator ANDERSON. Not necessarily, and I think frequently prob- 
ably not, unless they were acting as fiscal agent, and there is no provi- 
sion in here for a fiscal agent. 

Senator Kerauver. Now, Senator Butler. 

Senator Burier. There are two questions that I was going to ask 
that have been very largely answered. 

The first was, 1 would suggest that the bank-credit agreement be 
made a part of the record, and it can speak for itself as to who gets 
what under it. 

The second thing is, and I think Senator Anderson asked this ques- 
tion, that it is not unusual to require a fee of one-half of 1 percent 
for available capital, is it, in any financing? 

Mr. Miter. In any financing where what we call a takedown 
arrangement, 

Senator O’MAnoney. A shakedown arrangement ? 

Senator Burier. A takedown. [Laughter.] 

Mr. Miter. To clarify, Senator O’Mahoney, in any financing where 
there is deferred delivery of funds, there is normally a commitment fee 
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paid to the lenders who are committed to lend the funds at a later 
date. 

The result, of course, is a large saving in interest costs rather than 
taking all of the funds down at the beginning of the construction 
period. 

Senator O’Manoney. That rather describes the central question 
before us yesterday; namely, that the fee is not paid at the beginning 
of the operation, but at the end. 

Mr. Miter. I was not discussing: 

Senator O’Manonry. I know you were not. But I mean, your 
statement just fits right into the pattern. In other words, the effort 
which has been made here to pretend that the First Boston Corp. 
was not employed in this operation from the beginning until for some 
reason, not yet clear to the committee, it was decided to have Mr. Dean 
of Sullivan & Cromwell advise First Boston Corp. of the sort of letter 
to be written at the request of Mr. Dixon to make clear that First Bos- 
ton, after all, was not going to take a fee. 

Mr. Dean. First Boston was employed, Senator O’Mahoney, around 
the 10th of May 1954. We have made very clear that First Boston 
was employed. We have also tried to make it very clear that First 
Boston decided of its own volition in the spring of 1954 that it was 
not going to take a fee. We never attempted under any circum- 
stances 

Senator Anperson. I do not believe there has been any testimony 
about the spring of 1954. There certainly was none yesterday. 

Senator Krerauver. No. The first came in July of 1954; yesterday. 

Mr. Dean. I believe the record will show that Mr. Miller testified 
that about the 10th of May 1954 it became very clear that the 

Senator Kerauver. That was 1955, Mr. Dean. 

Senator O’Manoney. No. This was 1954; he is right. 

Mr. Keerre. That is right. 

Mr. Dean. Senator, if I can have the transcript, I think I can quote 
it to you. Mr. Miller testified very clearly that they were retained 
as agents by the Mississippi Southern Co. on or about the 10th of May 
1954 to act as agent in connection with this financing. 

Senator Krerauver. Yes; that is right. I thought you were talking 
about 

Senator Anperson. But you said in early spring they decided they 
would not take any fee, and there is no testimony to that effect. 

Mr. Dean. Mr. Keeffe, I believe, was asking us about some testi- 
mony before the Securities and Exchange Commission, and whether 
that question is in this record—I thought it was—and I have the 
minutes here. It might save some time if I can produce the rest of 
the things. 

Senator Kerauver. Mr. Dean, if you will allow us, let us go on 
orderly, and call one by one what we have asked you to secure. 

Now, Mr. Miller, this first exhibit 1, about when was this sent out 
to the proposed investors ? 

Mr. Miter. We have been unable to find a record of the exact date 
on which I visited the Metropolitan Life, which is the institution 
which we first approached. 

Senator Kerauver. Would the note down here, “May 18, 1954,” be 
of help ? 
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Mr. Mitier. From that I derive that it was not earlier than that, 
and I have a record of a later meeting on the 26th; so it was some- 
where in that area that the first delivery of that memorandum was 
made to the Metropolitan Life Insurance Co. 

Senator Keravuver. While we are on this first exhibit 1, Mr. Miller, 
on page 7 you have the capitalization, first-mortgage bonds, $104,- 
682,000; first bank loans, $15,318,000; or a total of $120 million; 

capital stock, $5,500,000; a total of $125,500, 00. 

My understanding was that the total mortgage and loans were sup- 
posed to be $101 million. Was it financed on the basis set forth here? 

Mr. Mitxer. The total ptr nose g as it eventuated, was for $120 
million of debt, consisting of $93,914,000, I think, if I can remember 
the figures correctly, of fir st- eae bonds and $27 million and some- 
thing of unsecured bank loans. 

As I stated earlier, the transaction was traded considerably after 
that initial memorandum, and that does not reflect the final trans- 
action in any form. 

Senator Anperson. That is a correct statement as to totals, Mr. 
Chairman, as to the maximums. 

Mr. Mitirr. Yes; the maximums. Those do not represent esti- 
mates. 

Senator Anprerson. The actual sale of the bonds was a somewhat 
smaller figure. The actual bank loans were a somewhat smaller figure. 
They total about $99 million. 

Mr. Mitier. The figure of debt applicable to the estimated cost is, 
I believe, $99,915,000, “plus $5,500,000 of equity. However, the com- 
panies felt they should have additional funds available to them in the 
event that the cost of the project exceeded their original estimate. 

Senator Keravuver. This fund was just over and above what the 
construction cost was. So that really represented watered stock, or 
whatever you want to call it, did it not? 

Mr. Mittrr. I would not care to call it that. 

Senator Kreravuver. What was it for? 

Mr. Mitrer. It was to provide for the possibility during a 3-year 
construction period that the estimated cost of the plant, which I believe 
was about $107 million—and I believe that is still the estimate—to 
provide for the possibility that those costs might increase. The 
money would not be borrowed unless the costs did increase. 

Senator Keravver. But there was a Government cushion of about 
$5 million to take care of any increased cost, was there not? 

Mr. Mitrer. Not that I know of. 

Senator AnpErson. Oh, yes; much more than that. The reserve— 
actually, the escalator clause, as I recall it now—was between $8 mil- 
lion and $12 million for contingencies as against the estimated cost. 

Senator Keravuver. It would seem that there is quite a margin here 
that was either watered stock or for some contingency. But we will 
have to analyze that later. 

Now, you will find us any covering letters and correspondence that 
you have, Mr. Miller? 

Mr. Miter. I will be glad to. 

Senator Kerauver. All right. 

Now, the second thing th: at we asked you to furnish was the letter 

of Sullivan & Cromwell to First Boston with reference to the fee after 
you consulted with Sullivan & Cromwell. 
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Mr. Mriuer. That letter, sir, was a letter from the First Boston 
Corp. to Mississippi Valley Generating Co. As we testified yester- 
day, we consulted Sullivan & Cromwell in drafting that letter. It 
was not a letter from Suilivan & Cromwell. 

This is a copy from our files. 


Senator Kreravuver. I have here a letter dated May 6, 1955, to Mr. 
Dixon from George D. Woods, who was president of First Boston. 

Mr. Miztzer. Mr. Woods is the chairman of the board. 

Senator Kerauver. Chairman of the board. 

I understand, now, this is a letter that was talked about so much 
yesterday that you went over with and got Sullivan & Cromwell to 
help you in the preparation of; is that correct? 

Mr. Mitier. We reviewed the draft of the letter with Sullivan & 
Cromwell, Mr. Dean. 

Senator Kerauver. Will you read the letter, Mr. Keeffe? 

Mr. Keerre. In the righthand corner is “Carbon copy to Mr. Paul 
Miller, May 6, 1955”: 

Mr. Edgar H. Dixon— 


Senator Kreravver. I did not understand that date. 
Mr. Keerre. May 6, 1955. 


Mr. Epear H. Drxon, 
President, Middle South Utilities, Ine., 
New York 6, N. Y. 

DeAR Epcar: You have again raised the question with us whether we wish 
to accept a fee for our services in connection with the senior financing of Missis- 
sippi Valley Generating Co., which has taken the form of the direct placement 
of a maximum of $92,914,000 principal amount of 35 first-mortgage bonds and 


a maximum of $27,086,000 principal amount of 314 percent notes under bank-credit 
agreement. 


From its inception we have regarded our services in this matter as falling 


within the category of the public interest. 
fee for our services. 

If you wish to reimburse us for our out-of-pocket expenses, they have amounted 
to date to $244.84. There may be certain further out-of-pocket expenses in 
connection with the public advertisement of the financing which would only be 
incurred with your approval. 

Very truly yours, 


We therefore confirm that we wish no 


GeorcE D. Woops. 

Senator Keravuver. In connection with this letter, Mr. Miller, if you 
are doing all this in the public interest, would it not kind of seem 
natural that you would want to get some credit all this time? Why 
didn’t you let the public know that you were rendering a great public 
service ? 

Mr. Mitier. We don’t follow the practice, Senator, of advertising 
extensively except in connection with actual transactions. A press 
release was prepared and when asked for was given to the press some- 
time in February 1955, when we were being asked as to our activities 
as a result, I believe, of Senator Hill’s statements. 

Senator Anperson. But is it not fair to say that nothing whatever 
was said until they had come across the name of Mr. Wenzell and 
found for the first time that First Boston was in it? You never 
released a press statement or breathed a word until after it was revealed 
on the Senate floor; is that not correct? 

Mr. Miter. It would be very unusual for us to seek publicity on a 
transaction which has not been consummated. 
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Senator Anperson. That is not a direct answer to me; yes or no? 
Did you ever make any announcement or prepare a press release or § say 
a word until after Senator Hill’s speech, after we had come across 
the name of Mr. Wenzel] by accident in a memorandum ? 

Mr. Mutter. We did not prepare a press release. We did say : 
word, because we advised Mr. Dixon about it. 

Senator AnpERson. Oh, yes. 

Senator Keravver. Mr. ‘Miller, you handed us yesterday the jobs 
that you had done in 1954, and you very proudly listed all the jobs on 
the back sheet, big corporations, big businesses. Why didn’t you list 
this one? 

Mr. Muriuer. It had not been consummated, Senator, and our prac- 
tice is to list in our annual report transactions which have actually 
been closed. 

Senator Krrauver. Well, the bonds had been placed, had they 
not? 

Mr. Miter. They had not been; no, sir. 

Senator Keravver. At the end of 1954? 

Mr. Mitter. Formally, no, because the bond purchase contract and 
the bank credit agreement were signed in April 1955 and even at that 
point and today they are, of course, subject to regulatory approval and 
are not finalized. 

Senator O’Manonry. Mr. Chairman, may I—— 

Senator Keravver. Just one second. 

I find, sir, in examining many, many books that you do list some on 
which apparently the fin: al matters have not been finally agreed upon, 
but you list them during that year. 

Mr. Mitre. Is that “right? 

Senator Krrauver. We have your records going back 7 or 8 years, 
sir, where you do 75 or 80 big financings a year, and sometimes you 
have these incomplete in the yearly reports. 

Mr. Mitter. I am guessing because I do not know to what specific 
transaction you refer. I would assume that those were transactions 
where a final commitment had been made in terms of a purchase 
agreement and where all of the bonds had not been taken down. 

Senator Anperson. Could we 

Senator Keravuver. Well, you have many of them here where the 
final gross spread has not been decided upon, where there are many 
incomplete parts. 

Senator O’Manoney. Mr. Chairman, may I ask a few questions 
about this letter ? 

Senator Krrauver. Senator O’Mahoney. 

Mr. Dean. Senator O’Mahoney, could we know to what you are 
referring ? 

Senator Burier. Yes. What are you referring to? 

Senator Krrauver. We are referring to De: lers’ Digest, January to 
June. This one happens to be 1952. We have them for several years, 
and they give all the transactions that First Boston has done during 
a particular year. In this one, it is beginning on page 79; you w ill 
see here the corporation you did financing for, what it was, ‘whether 
bonds, stocks, the offer price, the percentage yield, the dealer’s con- 

cession, the gross spread. This one in 1952 was about 3 pages of 
securities handled. We have these for all these years, and in here quite 
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frequently you report them during a year even though there is still 
something to be done about them. 

That is the only point I want to make. 

Mr. Murr. That is not our report, Senator. That, of course, is a 
trade magazine. 

Senator Krravver. Based upon information you furnished them, 
however, is it not ? 

Mr. Mitier. I think it is probably based upon publicly available 
information. We do not go out of our way to supply it to them. 
I am sure we would if they asked us to. 

Senator Kerauver. But nobody apparently knew how to get the 
information about this one. Don’t you furnish it to these people? 

Mr. Miter. This transaction? 

Senator Keravuver. This is the Investment Dealers’ Digest, pro- 
fessional magazine of finance. Look at it and see if you think it is 
authentic. 

Mr. Miter. I am aware—I know the magazine. We subscribe to it 
and see it. 

Senator Anperson. Mr. Chairman, while he is looking for that, 
will you ask the reporter to go back to the last statement that was 
made and clip it so that I can return to that at a later date when he 
speaks about the financing not being final ? 

Senator Keravver. Yes. 

Senator Anperson. Could you find that in the record before you 
get away from it? 

Will you read that statement ? 

(The record was read by the reporter.) 

Senator Anperson. That is the point I want. I wanted his state- 
ment that they are not finalized because if they are not finalized, 
then the Government can cancel the Dixon-Yates contract without 
cost, which is a very important situation. 

Senator Keravuver. Then we might just ask the question of Mr. 
Miller. 

You do not consider, then, that the Dixon-Yates contract has been 
finally consummated ? 

Mr. Miner. Financed. 

Senator Keravver. Finally consummated and financed ? 

Mr. Mitier. The financial arrangements are currently under con- 
sideration by the Securities and Exchange Commission, to whose 
jurisdiction the financing is subject. There has been no final deter- 
mination by the Securities and Exchange Commission, to my knowl- 
edge. The bond purchase contracts and the bank credit agreement, 
both, I believe, provide in effect that no money could be advanced by 
either the banks or the insurance companies until all regulatory appro- 

val had been secured. 

Senator O’Manonery. Then to use your own phrase, the transac- 
tion has not been finalized to date. 

Mr. Mrrier. I should elaborate. I believe that the insurance com- 
panies and the banks are committed subject to conditions. All of the 
conditions have not been satisfied. That is, those relating to regula- 
tory approvals, but, 

Senator O’Manoney. Well, until those conditions are met, the 
transaction has not been finalized. Now, is that not the testimony ? 

Mr. Miter. Certainly, sir. 
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Senator O’Manoney. I want to use that phrase, “finalized.” It is 
your phrase, and it is also important in the interpretation of this 
contract, because the pretense is that the Government, if this Dixon- 
Yates contract is canceled, there will be great damages due from the 
Government of the United States to Dixon-Y: ates, their various hold- 
ing companies, perhaps their subsidiary companies, and perhaps even 
the Mississippi Valley Generating. 

But if it is said in the contract that no money shall be advanced, 
no bonds issued until regulatory conditions are met, including 2 
firm judgment by the SEC, then it is clear that the conditions upon 
which to base a damage suit do not exist. 

Mr. Miter. I do not think we have made any such pretense, Sen- 
ator. 

Senator O’Manoney. No. I donot think you have either. I want 
to say that 

Mr. Mitier. I might point out that I am speaking only about the 
debt financing. I read in the newspapers that bulldozers are running 
around down there. 

Senator O’Manonry. Well, let us get to that faet—— 

Mr. Mitzier. No debt money has “been expended, no debt money. 

Senator O’Manonry. No debt money has been expended ? 

Mr. Mitier. No debt money. 

Senator O’Manonery. And the financing has not been finalized? 

Mr. Mitier. No. It is still subject to regulatory approval. 

Senator O’Manoney. Do you think from the emphasis that you 
gave in your last answer to me that any of the capital money has beer 
expended yet ? 

Mr. Mitre. I would certainly assume so, sir, and I have no idea 

Senator O’Manionry. That is just an assumption ? 

Mr. Mittrr. I assume so from the fact that activities are reported 
in the press to have taken place. I understand there has been a 
ground breaking. ° 

Senator O’Manonry. There has. A shovel or two? 

Mr. Mitier. Yes, sure. 

Senator O’Manonry. But you have no knowledge 

Senator Keravver. All right. 

Senator O’Manonry. Now, may I ask these matters on this let 
ter ¢ 

Senator Kerauver. Senator O’Mahoney has some further ques- 
tions. 

Congressman Vanik is here. Won't you come back and sit down, 
Congressman ¢ 

Senator Burier. You are trying a damage suit before it is even 
filed before the committee on antimonopoly. I do not see the con- 
nection. 

Senator AnpERSON. Somebody else tried the damage suit. There 
was a statement given out by Mr. Dixon that enormous damages 
would be incurred. He started the d: amage suit. 

Senator Burier. I am not complaining about it, but I say you are 
asking your witness, who is not interested in any w ay in the suit, 
questions that would be embarrassing to him because he does not 
know the answer, manifestly. 


65950—56—pt. 110 
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Senator O’Manonry. No question that I asked him could possibly 
be embarrassing. 

Senator Krerauver. This witness can take care of himself. 

Senator Burier. I think it would be embarrassing to him to char- 
acterize 

Senator O’Manonry. Now, he acknowledged that my questions 
were not embarrassing. 

Mr. Mitier. Today. 

Senator Kerauver. For the benefit of those sitting here, the an- 
swer was “today.” 

Go ahead, Senator O’Mahoney, and ask your questions. 

Senator O’Manoney. I am reading now from the letter of May 
6, 1955. I understand this was signed by Mr. Woods. ‘This is the 
letter which I understand was prepared after consultation with Sul 
livan and Cromwell, probably Mr. Dean. This is the letter which 
undertook to indicate that First Boston would not charge a fee. 

It is addressed to Mr. Dixon, president of Middle South Utilities, 
Ine. His office appears to be 2 Rector Street, New York City, N. Y. 

Dear Epcar: You have again raised the question with us whether we wish to 
accept a fee for our services in connection with the senior financing of Mississippi 
Valley Generating Co., which has taken the form of the direct placement of a 
maximum of $92,914,000 principal amount of 3% first mortgage bonds at a maxi- 
mum of $27,086,000 principal amount of 3% notes under a bank credit agreement. 

I would like to have your interpretation of the phrase, “which has 
taken the form of direct placement.” 

Mr. Mier. As I indicated, I hope 

Senator Kerauver. Off the record. 

(Discussion off the record.) 


Senator Kerauver. Senator O’Mahoney was asking about this letter. 
Senator O’Manonry. My question, Mr. Miller, was for your in- 
terpretation of the meaning of the phrase— 


which has taken the form of the direct placement of a maximum of $92,914,000 
principal amount of 35% first mortgage bonds and a maximum of $27,086,000 
principal amount of 314 notes under a bank credit agreement. 


Mr. Mitter. Do you wish me to give you my interpretation of what 

direct placement is, Senator ? 

Senator O’Manonty. Well, what the letter meant. 

Mr. Mitier. It meant 

Senator O’Manoney. You were included in the group. 

Senator Keravuver. Louder, gentlemen, louder. 

Senator O’Manonry. You were included in the group which knew 
about the demand for the letter. You discussed the letter, and you 
knew what Mr. Dixon wanted and you went to Sullivan and Crom- 
well to be sure that you were correctly advised in writing the letter 
that he wanted ; therefore, it is important to know the meaning of these 
phrases. I want the interpretation of his words as used in this letter. 

Mr. Mitier. The phrase which you refer to, Senator, I interpret as 
a phrase intended to designate as exactly as possible the nature of the 
provisional commitment which had been negotiated. It gave the 
amounts and it gave the fact that it was done by means of a direct 


placement, and it gave the interest rates which were applicable to the 
amounts, 
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Senator O’Manonry. I understood your answer to mean that you 
were setting forth as clearly and succinctly as possible the terms of a 
provisional commitment which had already been made. 

Mr. Mitier. By the proposed lenders; yes, sir. 

Senator O’Manonery. That was your testimony ? 

Mr. Mitter. That is right. 

Senator O’Manoney. In other words, the record clearly shows that 
on May 6, 1955, First Boston Corp., partially through your operations, 
your eondeiehe es with Metropolitan Life and with others, had already 
yeached the commitment status, provisionally ? 

Mr. Miter. At the time when that letter was written, Senator, the 
hond-purchase agreements and the bank-credit agreements had been 
signed. 

Senator O’Manonry. Yes. But had the First Boston Corp. earned 
any fee in that transaction ? 

Mr. Miter. We had in effect completed our job. There had been 
an understanding from the inception, as the letter states, that we would 
not receive a fee. Whether or not we earned one would be for Mr. 
Dixon to state, whether he thought we earned something. 

Senator O’Manoney. Y ou testified pea day, did you not, in re- 
sponse to my question, that in accordance with your testimony before 
the SEC, in May you had reached the conclusion that First Boston 
had been employed to do the job? 

Mr. Mitier. In May of 1954, yes. 

Senator O’Manonry. Yes. So that in May of 1954, First Boston 
was employed to do the job. When did First Boston come to the con- 
clusion that this employment was employment without payment ? 

Mr. Mitrer. You are asking for a corporate conclusion which is, I 
suppose, a conclusion of the-—— 

Senator O’Manonry. The corporation worked through its agents, 
and according to your testimony—what was the date of that testimony 
before the SEC, Mr. Keeffe? ‘This year sometime ? 

Senator Kerauver. February. 

Mr. Krerre. With respect to the fee? 

Senator O’Manonry. Yes, with respect to the employment. 

Mr. Miiirr. Yes, our fee—excuse me. 

Mr. Keerrr. Mr. Dixon’s 

Senator O’Manoney. No. I want the testimony that Mr. Miller 
gave, which I read yesterday. I think it was on page 754. 

Mr. Keerre. It was June of 1955. I cannot be sure of the dates. 

Senator O’Manoney. Well, it was in June of 1955. 

Mr. Keerre. June 16, 1955, you testified before them. 

Senator O’Manoney. In June of 1955 you testified before the SEC 
and you corroborated here yesterday your belief that in May of 1954 
vou were convinced that Dixon had employed you to do this job, mean- 
ing by “you” the First Boston Corp. ? 

‘Mr. Miuier. Yes. 

Senator O’Manonry. That was your testimony ? 

Mr. Mittrr. Those two facts, certainly. 

Senator O’Manoney. There is no question about it. 

Mr. Mier. Right. 

Senator O’Manonery. So how could it be, therefore, that when you 
testified to that effect in June 1955, that a letter could have been writ- 
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ten a month before on May 6, 1955, which contains this unusual phrase 
a year after you had been conv inced that you were employed : 


From its inception we have regarded our services in this matter as falling 
within the category of the public interest. 

Now, without any question, your services were in the public interest 
in this sense, that what you were working on was a matter that had 
great public importance. Whether it was in the public interest or 
not we will deve ‘lop after we know whether it was carried on secretly 
or not. It seems to have been carried on secretly. 

Mr. Miter. We are—— 

Senator O’Manonry. Because we have records here; we have your 
signature, recognized by yourself, in which you_acknowledged ‘that 
you were admitted to conferences of the Atomic Energy Commission 
during the conference on the 20th of January 1954, from the record of 
which. your name and that of Mr. Wenzell were eliminated by the 
AEC when they undertook to give them to a constituted committee of 

the Congress, the Joint C ommittee on Atomic Ener gy. 

So I am asking you to explain what was really meant by this letter 
when it said: 

From its inception we have regarded our services in this matter as falling 
within the category of the public interest. 

Do you mean by that to assert publicly here that the First Boston 
Corp. ‘holds itself out to those who may be customers and may need 
its services, that if it is a service for which the Government of the 
United States will make payment, your services will be free, without 
fee? 

Mr. Mitier. I would certainly 

Senator Kerauver. Louder, Mr. Miller. Louder. 

Mr. Miuuer. I would certainly stand on our decision in this case. 
As to the future, it should be pretty clear that a person of my stature 
in the First Boston Corp., is not going to determine their future 
policy, and I do not know any provision 

Senator O’Manoney. I recognize that fact. But we are question- 
ing you because you are obviously a man of intelligence and ability 
and one who is trusted by the First Boston Corp. to carry on these 
very important negotiations, and I am sure that you know perfectly 
well just what your understanding was, and you have indicated the 
reason why I have that confidence in you by the answers you have 
already given. 

I have no hesitancy in saying, Mr. Miller, that I believe you are to 
the very best of your ability telling the truth about this matter. But 
here we have a representation in a ‘letter written by Sullivan & Crom- 
well that from the inception of this business, the First Boston Corp. 
regarded its services in this matter as falling within the category of 
the public interest. 

Now, I call your attention to the fact, and the attention of the com- 
mittee to the fact, that the public interest is an all-inclusive word 
which does not bind the signer of this letter to any specific meaning 
that had been laid down before the committee as yet. It does not 
mean—it certainly does not say—that the First Boston Corp. was 
contributing its services as a free public service. That could have 
been easily said. Mr. Dean could have written that if he had wanted 
to. But what was written was: 
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From its inception we have regarded our services in this matter as falling 
within the category of the public interest. 

Now, can you tell me of any case in your experience where the First 
Boston Corp. ever pushed a negotiation to the extent of securing a 
provisional agreement for the issuance of $92 million worth of first- 
mortgage bonds and the issuance of $27 million worth of 314 percent 
notes as a public service without fee and without any desire to obtain 
compensation except for the possibility of $240 expense, out of pocket ? 
Of course, expense out of pocket would not necessarily be very high, 
since vesterd: Ly you testified yourself that Mr. Wenzell was trav eling 
on Government travel orders, and not at the expense of the First 
Boston Corp. 

Mr. Miuter. I think there are two questions contained there. The 
second one was that Mr. Wenzell, I understand, on certain trips did 
travel at Government expense 

Senator Keracver. Mr. Miller, we can barely hear you. Speak 
louder. 

Mr. Miturr. I am sorry. 

I understand that Mr. Wenzell did travel at Government expense 
on some occasions. However, all of our efforts to find out exactly what 
happened indicate that he never traveled at Government expense on 
any matter connected with financing. 

Senator O’Manoney. The financing of these bonds? 

Mr. Miuurr. Yes, sir. 

Senator O’Manoney. And he traveled at the expense of the First 
Boston Corp. when he was traveling on securing the provisional com- 
mitment on these bonds ? 

Mr. Mitier. Mr. Wenzell did not participate in any way, to my 
knowledge, in working out the financing. 

Senator Anperson. Of what? 

Mr. Miter. Pardon? 

Senator AnpErson. Of what ? 

Mr. Miuirr. Of the Mississippi Valley Generating Co. 

Senator O’Manoney. Why did you volunteer the statement just 
now tome? I was not asking for it. You volunteered the statement 
to clear Mr. Wenzell, and said that he did not use Government travel 
vouchers when he was traveling in connection with . financial relation. 

Mr. Miuier. I am sorry I volunteered it, sir. I understood you to 
say that he did, and I thought I might correct that. 

Senator Keravcver. W ell, let us get on faster here now. 

Senator O’Manoney. Let me ask this 

Senator Kreravver. You did not answer the second part of the 
question. 

Senator O’Manoney. He did not answer the first part of the 
question. 

Senator Keravuver. Suppose we get the second part. 

Senator O’Manoney. The first was, can you give me any instance 
in which the First Boston Corp. has carried on the negotiations for a 
provisional commitment amounting to $92 million or anything less 
than that without charging a fee? 

Mr. Mitier. I cannot, sir. 

Senator O’Manonry. This is the only instance in your experience ? 

Mr. Miter. It is, sir. 

Senator O’Manonry. All right. 
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Senator Keravuver. In that connection, on the other hand, you have 
charged the World Bank fees when you financed them ? 

Mr. Mitirr. Yes, sir; I believe we normally would have. 

Senator Krerauver. We find several here where you have financed 
the World Bank and charged one-fourth of 1 percent in 1952, and 
another one here. 

Mr. Mitier. I am sure that is correct, sir. 

Senator Kerauver. In 1954 we find OVEC, for which you have 
charged a fee, and you have done some municipal financing, have you 
not? 

Mr. Mitre. Yes, sir; we are active in municipal financing. 


Senator Keravuver. Do you charge cities and counties or States fees 
when you 


Mr. Mitier. We do. 

Senator Keravuver. You do? 

Mr. Mritrr. Yes. 

Senator Krravuver. How do you differentiate between the United 
States and cities, counties, States, and the World Bank, insofar as 
the public interest is concerned ? 

Mr. Mixer. Senator, yesterday I tried to give you what I knew 
2 our thinking on the determination not to ¢ charge ¢ a fee in this matter. 

I did not, I think, do it too well, and Mr. Keeffe was kind enough to 
read the testimony of Mr. Linsley, one of our senior officers, which 
T think sums up as well as or better than I can the considerations 
which led to the decision in this case. 

Senator Kerauver. Very wel!. 

Now, Mr. Dean, we have already talked about this letter. We asked 
you to furnish any memoranda of any opinions that you wrote for 
First Boston in connection with this fee matter. Did you find any? 

Mr. Dean. No. Let me say first, Senator, that I telephoned Mr. 
Coggeshall, the president of the First Boston Corp., last night to ask 
him whether or not he wished to waive the privilege. He said that 
he did, and I am authorized, therefore, by Mr. Coggeshall and Mr. 
Wenzell to testify as to this matter on which they consulted us. There 
were no written opinions and no memoranda. 

I find that Mr. Coggeshall called our office on February 23, 1954, 
and said that there were certain matters in connection with Mr. Wen- 
zell’s service as consultant to the Bureau of the Budget, which Mr. 
Wenzell had been talking to him, Mr. Coggeshall, about, and would 
like to have Mr. Wenzell come over and see us. 

Mr. Wenzell came over and saw a partner in our office, Mr. John 
Raben 

Senator Keravuver. I did not understand the name very clearly. 

Mr. Dean (spelling). R-a-b-e-n—on February 26, 1954. He 
showed Mr. Raben the draft of a letter of February 24, 1945, in which 
he said in his capacity as a consultant to the Bureau of the Budget 
he had picked the brains of the money men of the First Boston Cor p- 
in an effort to find out, if this thing could be done at all, what the 
interest rate would actually be; and First Boston’s money men, 

namely, Harter & Cannon, had expressed their opinions that under 
then market conditions and under certain assumptions of debt and 
capital ratios the interest rate would be 314 percent, and he asked 
Mr. Raben whether Mr. Raben saw any objection to the First Boston’s 
signing that letter. 
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Mr. Raben asked Mr. Wenzell whether there was anything pending. 
Mr. Wenzell replied that he did not know whether Mr. Dixon would 
actually make an offer. He did not know whether the offer would 
be accepted and he did not know whether Mr. Dixon could get part- 
ners. But his question was, Did Mr. Raben see anything in the 
matter which might arise to embarrass either Mr. Wenzell or the 
First Boston Corp. in the event that any business were to develop, 
if First Boston were asked to be the agent on the financing. 

Mr. Raben said to him that he thought that before the First Boston 
Corp. undertook to act as an agent in any financing, if any should 
develop, that, first, Mr. Wenzell should make clear that he had severed 
his entire relations with the Bureau of the Budget; that second, he 
should discuss the entire matter with Mr. Dodge and Mr. Hughes of 
the Bureau of the Budget, and that First Boston should do nothing 
without their approval, and if and when such a matter developed, 
he thought the directors of the First Boston Corp. as a matter of 
policy, not as a matter of law, ought to decide whether or not they 
wanted to act as an agent or if they decided to act as an agent, 
whether they wanted to take a fee. 

Senator Keravuver. And that was in February 

Mr. Dean. February 26, 1954. 

Senator Krravuver. 1954. 

Mr. Dean. I subsequently, in a conference with Mr. Wenzell and 
Mr. Raben, in the first week of March, reviewed that advice that 
Mr. Raben gave, and I confirmed it to Mr. Wenzell. 

Senator O’Manonry. When did you review that, Mr. Dean? 

Mr. Dean. In the first week of March 1954. 

Senator O’Manonry. When were you in Korea? 

Mr. Dean. I was in Korea three times, Senator. I went first on 
July 27, the day the armistice was signed, and returned, I believe, on 
August 18 or 19. 

Senator O’Manoney. What year? 

Mr. Dean. 1953. I returned on about the 10th of October and 
returned about the 20th of December. I went back again in the early 
part of April and stayed until the end of May. 

Senator O’Manonry. April 1954? 

Mr. Dean. Yes, sir. 

Senator O’Manoney. So from April 1954 until the end of May 1954 
you were in Korea ? 

Mr. Dean. Yes, I was, sir. 

Senator O’Manonry. When was this conference that you had? 

Mr. Dean. The conference that I had, sir, was in the first week of 
March 1954. 

Senator O’Manoney. Before you went to Korea—— 

Mr. Dean. Yes, sir. 

Senator O’Manonry. For the last time? 

Mr. Dean. Yes. 


Senator Keravuver. All right, Mr. Dean. Are you about to con- 
clude? 


Mr. Dean. Yes. That finishes it, that particular matter, Mr. Chair- 
man. 

Senator Keravuver. Then that was the letter that was of February 
93, the draft letter that we have been referring to? 








148 POWER POLICY 


Mr. Dean. The letter which I believe is an exhibit here was actually 


~ 


dated February 25, 1954. I think one of the things you 


“ 


Senator Kerauver. No. One thing we wanted was that letter, a 
copy of that draft letter. 

Mr. Dean. Yes,sir. I haveit. I have the draft here. 

Senator Kerauver. Very well. Let us see the draft letter, Mr. 
Dean. : 

(A document was handed to Senator Kefauver.) 

Mr. Dean. I think the date on that draft, Senator, is February 
24, 1954. 

Senator Kerauver. This is the letter that Mr. Wenzell drafted ? 

Mr. Mutter. As I understand it, Senator; yes, sir. 

Senator Kerauver. The first letter here of Mr. Woods will be 
exhibit 4. 

(The letter was marked “Exhibit No. 4.”’) 
Senator Kerauver. This letter will be marked “Exhibit 5.” 
(A draft letter was marked “Exhibit No. 5.”) 

Senator Krrauver. Mr. Keeffe, this seems to be a short letter, and 
I think it is pertinent. Will you read the letter that Mr. Wenzell 
drafted to Mr. Dixon ? 

Mr. Kererre (reading) : 

[Draft, February 24, 1954] 
ExHipir 5 
THE First Boston Corp. 
Mr. E. H. Dixon, 
President, Middle South Utilities, Inc., 
New York 6, N. Y. 

Dear Mr. Drxon: You have furnished us with a copy of the proposal of Middle 
South Utilities, Inc., and the Southern Co. addressed to the Atomic Energy 
Commission, dated ———— for the sale to the AEC of 600,000 kilowatts of electric 
power through the creation of a new generating company which would undertake 
the construction of the necessary facilities. 

You have advised us that you estimate the capital requirements of the new 
company for facilities and working capital at around $120 million, which you 
propose to finance on the basis of approximately 95 percent debt and 5 percent 
common-stock equity. The equity to be paid in is to be $6 million and is to be 
owned by Middle South Utilities, Inc., and the Southern Co., either directly 
or by their operating subsidiaries and possibly other utility companies. You 
have also advised that you want to arrange for up to $130 million of debt capital 
in order that you may have some cushion for contingencies. 

You have asked us to advise you as to the cost of such debt securities on the 
basis of the 25-year power contract with the AEC outlined in said proposal sup- 
plemented by a 30-year power contract between the proposed generating com- 
pany and the utility companies owning the common-stock equity under which 
these companies will agree to take or pay for sufficient, power to service the debt 
securities to the extent that sales to the AEC or to others may not be sufficient 
to do so and on the basis that first mortgage bonds not exceeding $130 million, 
having a maturity of 30 years (beyond the completion date of the new plant 
estimated to be approximately 36 months) and amortized through a level 
debt service type of sinking fund (which will retire 75 percent of the bonds by 
the end of 25 years after the facilities are completed and 100 percent by matu- 
rity.) 

It is our opinion that under the foregoing circumstances and under existing 
market conditions, such debt securities can be sold by the proposed generating 
company to institutions at an interest cost not to exceed 31% percent per annum. 
It is understood that bond proceeds will be taken down over the period of con- 
struction of the facilities estimated to be approximately 3 years, and that a 
standby charge of — percent per annum for the unused portion of the $130 
million total will accrue starting 

Very truly yours, THE First Boston Corp., 
By —— ——_ 


ONE T TRS MMT 
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Senator Anprerson. Was there any other firm engaged in this 
financing ? 

Mr. Mitirr. The firm of Lehman Bros. of New York C ity was the 
joint agent with the First Boston Corp. in the direct placement of both 
the bond and the bank draft. 

Senator Anperson. Did Lehman Bros. contemplate making any 
charge ? 

Mr. Miter. I don’t know, sir. 

Senator Anperson. They have been partners with you and you 
would not know by now ? 

Mr. Miter. They accompanied us, that is, accompanied Mr. Lin- 
sley and I on the occasion when we advised Hallingby, the representa- 
tive of Mississippi Valley, in November, that we would not take a 
fee. 

Senator Anperson. Did they at that time say whether they wanted 
a fee or not? 

Mr. Miter. They at that time, to the best of my knowledge, sir, 
said they wanted to do whatever Mr. Dixon wanted to do. They 
would leave the matter entirely in his hands. They would not ex- 
press a positive viewpoint in either direction. 

Senator AnpERsoN. Were any other firms other than First Boston 
Corp. and Lehman Bros. in this transaction on the financing end? 

Mr. Mitter. In active participation there were not. 

Senator Anperson. Then if at any time it had shown a financing 
charge that financing would have had to go to you, would it not? 

Mr. Mixxer. If a fee were shown it would have to have gone either 
to First Boston Corp. or Lehman Bros. or both. 

Senator Kerauver. Well, did Lehman Bros. take a fee? What did 
they decide about it ? 

Mr. Muuer. I understand from the testimony in the hearing of 
the debt financing before the SEC that they are not to receive a fee. 
That was the first that I knew as to any decision with respect to Leh- 
man Bros. and their position on the fee. 

Senator Krravuver. They were going to go along with you on your 
decision not to take a fee. 

Mr. Minter. They apparently have. 

Senator Krravuver. Now, before we pass on to the next exhibit, 
these papers here, exhibits 1, 2, and 3, who got up all this infor- 
mation ? 

Mr. Mitier. The exhibits 1, 2, and 3 were drafted, sir, I think I 
- say, largely by me but certainly in conjunction with Mr. Halling- 

by of Middle South Utilities in the case of exhibit 1. In the case 
of exhibits 2 and 3 a representative of Lehman Bros. actively par- 
ticipated in the preparation of those and, as I say, they represent 
results of negotiations, so that I think a number of people could be 
said to have contributed to them. 

Senator Keravuver. Did Mr. Wenzell contribute something to 
them ? 

Mr. Mitier. No, sir. Excuse me. With respect to the August 
dated memorandum, exhibit 2, and exhibit 3, he did not—he was not 
cngaged in that. He may have participated in the early stages of 
the May 18 memorandum. 

Senator Kerauver. Well you have his letter. I mean some of the 
documents were actually prepared by Mr. Wenzell. 
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Mr. Miuier. They were supplied to me by Middle South Utilities, 
so I am sure that Mr. Wenzell h ad copies of that stuff, sure. We got, 
for instance, a number of copies of the April propos: al which are 
attached to that May letter for use in presenting the financing. We 
got those from the Middle South Utilities. 

Senator Lancer. Mr. Miller, when did you first find out that Sid- 
ney Davis, of New York, was the counsel for this committee ? 

Mr. Miter. I am afraid right now I do not know Sidney Davis, 
of New York. 

Senator LANGER. You did not know that he was here and subpenaed 
Mr. Dixon and Mr. Yates back early in 1954? 

Mr. Mitter. I do not know the name, Sidney Davis, at all, sir. I 
was certainly conscious that Mr. Dixon and Mr. Yates testified here. 

Senator LANcer. You know a lawyer, Mr. James, was here day after 
day and week after week with this committee ? 

Mr. Miter. I learned that yesterday for the first time. 

Senator Lancer. And that Mr. Davis told Mr. Dixon he would 
put him and Mr. Yates in jail if he was left alone? 

Mr. Miter. I am not, sir. 

Senator Lancer. Are you familiar with the fact that it is a con- 
spiracy involving members of the Atomic Energy Commission and 
it is crooked ? 

Mr. Mitter. I am not aware of that, sir. 

Senator LANGER. You know nothing about that at all. 

Mr. MitteEr. I do not. 

Senator Lancer. Never heard of it before. 

I would like to know why you left Mr. James, who sat here week 
after week, and suddenly went to Sullivan and Cromwell ? 

Mr. Miter. I hope I can straighten you out on that, sir. 

Mr. James is of the firm, I believe, of Cahill, Gordon and some- 
body and somebody in New York. He is the counsel, I believe the 
regular counsel, of Middle South Utilities and was active in the 
development of the proposal on behalf of Mississippi Valley Gener- 
ating Co. 

We were asked with very little notice to appear before the SEC 
in the debt-financing proceedings which started in June of this year. 
The natural impulse of our firm and of myself would be to consult 
our counsel—not Mr. James with whom we had very little dealings 
in the normal course of events, whom I don’t know well at all, and 
I naturally called on Sullivan & Cromwell because I was dealing 
with a First Boston matter and Sullivan & Cromwell is the regular 
counsel for the First Boston Corp. I don’t know how I can make it 
clearer than that. 

Senator Lancer. It is very clear to me, Mr. Miller, that your clients 
of First Boston Corp., your Dixon-Yates outfit, found that this com- 
mittee had the goods on them down there in dealing with this organ- 
ization and proof that they diverted funds—and it is in the record-— 
proof that they misused funds, proof that they violated the Holding 
Company Act, and all of a sudden we find Mr. Sullivan and Mr. 
Cromwell in this case, and Mr. James sat here day after day and week 
after week objecting to that evidence being introduced. 

Mr. Mitter. Well we thought, sir, that you wanted to question 
representatives of the First Boston Corp., and it seemed natural 
to us we want—I am not experienced in this sort of thing—I have 
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never testified before a committee of the Senate before, and I was 
very pleased to have Sullivan & Cromwell with me and it is entirely 
natural that I turn to them. Mr. James is not the counsel for the 
First Boston Corp. 

Senator Lancer. Has he ever been your attorney ? 

Mr. Minter. Has he ever been our attorney? Not with anything 
I have ever worked on other than Mississippi Valley. Cahill, Gordon 
is a large firm and I am sure that the firm may have represented 
underwriting groups of which we were a member. I don’t know 
specifically which one. 

Senator Lancer. Thank you. 

Senator Krerauver. The record I think will show that Mr. Dixon 
and Mr. Yates came along with other people and that the various 
concerns that were here decided upon Mr. James to sit in on those early 
committee hearings. Of Messrs. Dixon and Yates we did subpena 
certain records and papers. They were invited; they did not testify 
when they first came. Other witnesses were called. ‘They were issued 
a general invitation that they could testify some time later, but I think 
they have never actually testified, neither Mr. Dixon nor Mr. Yates, 
before this committee. They did testify, of course, before the Joint 
Committee of the Atomic Energy Commission; is that true, Senator 
Anderson ? 

Senator Anperson. Neither one. 

Senator Kerauver. Well, they were before the Appropriations 
Committee of the Senate; they did testify at the time. But a great 
many witnesses did testify before this committee about the Dixon- 
Yates matter. 

Senator Anperson. Mr. Chairman, before we go forward I said 
that there was a reserve for contingencies that I thought ran between 
+8 million and $13 million. I find that the exact figure on page 716 of 
the hearings on the waiver, the exact figure was $14,728,000. In other 
words the cost of the plant as given in that figure was $104,115,000 
which included $2 million of working capital which actually comes 
out of the actual cost of the plant, so that it is $102,115,000. Taking 
out $14,728,000 which was a contingency item based on the cost it 
gives a figure of $87,387,000 of which $1,235,000 was for lines for 
Arkansas Power & Light Co., bringing the cost of the plant down to 
$86,152,000 against which they were going to issue $120 million of 
financing. 

Senator Krravuver. All right. Thank you for that information 
about the amount of the surplus. 

Now, Mr. Miller, in these records I have not found anything said 
about the First National City Bank of New York. Who brought 
them in as a trustee ? 

Mr. Mitier. I am sorry, but I don’t know, sir. When I last was 
engaged in the details of the financing, that was early this year at the 
latest, the trustee had not been selected. 

Senator Krrauver. Would the trustee have been selected in con- 
sultation between Southern Co., Middle South, and First Boston 
Corp. ? 

Mr. Mitier. Normally, no. In this particular case the trustee was 
not selected with our knowledge. I learned about who the trustee was 
when I received the final copy of the definitive papers. 
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Senator Kerauver. Well, then, the trustees here were selected you 
think by Middle South and ’Soutliern Co. ? 

Mr. Mitxer. I would believe so; yes, sir. 

Senator Krravver. And the trustee is the First National City 
Bank, which is a merger of the First National Bank and the City 
National Bank of New York? Is that correct? 

Mr. Miuirr. And the National City Bank; yes, sir. 

Senator Kerauver. Very well. 

Now, the next thing you were asked to produce, I believe, was an 
Ebasco memorandum ? 

Mr. Miturr. That I don’t have here sir. I am sure we can find it 
but I don’t have it with me. 

Senator Krravver. What is the next on your list, Mr. Dean? 

Mr. Dean. A certificate of incorporation, which technically being 
a Massachusetts corporation, involved agreement and association and 
articles of organization. I can hand you those as amended through 
June 22, 1953. 

Senator Kerauver. Let them be filed as exhibit 6 but not copied 
into the record; it is voluminous. 

(The document referred to was marked “Exhibit 6.”) 

Senator Krrauver. What is next, Mr. Dean ? 

Mr. Dean. Next isa list of matters on which Mr. Paul Miller worked 
from the time he went to the First Boston Corp. on February 11, 1946, 
down to date. I might read this, with your permission, because it 
consists of penciled notes we m made in receiv ing it over the telephone 
about 1 or 2 o’clock this morning. 

Senator Kerauver. How long is it? 

Mr. Dean. It is not too long. 

Senator Krrauver. Well, suppose you let us have it, Mr. Dean. 

Mr. Dean. I might just say that it is dated from 1949 because that 
was the time when Mr. Miller first entered the buying department 
where he worked on issues. 

Senator Keravuver. This will be exhibit 7. 

(The document referred to was marked “Exhibit 7.”) 

Senator Krravver. I suppose, since this is your writing and it seems 
it is a little difficult to read, just read the names of the companies, not 
the amounts, so we can know 

Mr. Dean. All right. These are transactions on which Paul Miller 
worked when they were headed by the First Corp. of Boston. They do 
not. include financial transactions in which the First Boston Corp. 
had a participation in which they were not the managing underwriter. 

In 1949, Koppers Co., Inc., 400,000 shares of common stock. 

Senator Kerauver. Well, Mr. Dean, we can get the details in the 
record. Just read the companies and then we will file the report as 
an exhibit. 

Mr. Dean. In 1949 a direct private placement, Interprovincial ne 
line, a first mortgage bond. In 1950, Philipps Petroleum Co., 23% 
percent convertible debentures. In 1950, Kaiser Steel Corp., 1,600,000 
shares, $1.46 preferred stock, and 800,000 shares of common stock issued 
in units of 1 share preferred and one-half share common. In 1950, 
Commercial Credit Co., 277,978 shares of common stock. In 1950, 
Compton & Knowles, common stock. In 1950, direct private place- 
ments, $60 million, Kaiser Steel Corp., first mortgage bonds; direct 
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private placement, Miles Laboratories, Inc., notes; a direct private 
placement, Midland Coke Co., subordinated note. 

Senator Keravuver. Well, Mr. Dean, suppose we just copy it into the 
record as if you had read it "and pass on? 

Mr. Dean. All right. 

Senator Krravuver. Or we can just incorporate the exhibit, as we 
have already done, and pass on. 

Mr. Dean. All right. 

Senator Krrauver. Mr. Dean, the lawyer whose conversation you 
were reporting with Mr. W: enzell, as I understood it the final instrue- 
tions were that he should not accept the fee unless he first must talk 
it over fully with Mr. Dodge and Mr. Hughes before doing anything 
further about it. Is that correct? 

Mr. Dean. No. If I might just correct that—at that time Mr. 
Wenzell had said he was not sure that any financing would ever 
eventuate. He raised the possibility that if some issue came forward 
and he wanted to make an offer, what Mr. Raben’s idea is if First 
Boston were to act as an agent, and Mr. Raben said Mr. Wenzell 
chould first terminate his relationship with the Bureau of the Budget ; 
and, s secondly, that First Boston ought not to act without first talking 
the matter over completely with the Bureau of the Budget. If neces- 
sary, not acting and not taking a fee without their approval. 

Senator Krerauver. I think you mentioned either Mr. Dodge or 
Mr. Hughes. 

Mr. Dean. I did mention specifically Mr. Dodge and Mr. Hughes. 

Senator Krrauver. What do you have next that we asked for ? 

Mr. Dean. I have the expense account of Mr. Paul Miller for the 
days January 19, 1954, to January 20, 1954. 

Senator Keracver. The record show s, according to Mr. Keeffe, that 
Mr. Miller was at the Carlton Hotel the night of ‘the 19th. 

Mr. Mitier. We discovered that this morning; yes, sir. I spent an 
hour with the auditor of the Carlton. 

Senator Kerauver. Has it refreshed your memory how you got 
‘nto the Atomic Energy Commission the first time without your 
knowing about it? 

Mr. Kerrrre. It might serve light on what Mr. Miller was doing 
on the 19th. 

Senator Krrauver. What are the travel expenses you have? 

Mr. Dean. We telephoned American Airlines and had them check 
with their Tulsa office and at American Express we found that Mr. 
Miller and Mr. Wenzell came to Washington on flight 117 of the 
American Airlines, which left New York at 1:45 p. m. and was sched- 
uled ‘to arrive in Washington at. 3 o’clock. That is on the 19th of 
January 1954. I have penciled memorandums here in some detail of 
Mr. Miller’s account with the Carlton Hotel. They said if you wanted 
an exact duplicate of it you would have to subpena them. He let 
us take off the record all these data. 

It showed that he arrived at the Carlton Hotel on the 19th of Janu- 
ary 1954. He was assigned room 326, and there is a date stamp on 
the back that shows his registration took place at 5:35 p. m., January 
19,1954. Mr. Miller checked out at the Carlton Hotel on January 20 
at 2:32 p.m. He had lunch at the Carlton Hotel with Mr. McCarthy 
and Mr. Wenzell on the 20th. 

Senator Anprerson. Is that McCarthy or MacKenzie? 
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Mr. Miter. It turned out to be McCarthy, a personal friend of Mr. 
Wenzell. 

Senator Anprrson. Well, then, how do you know it is not the 
McCarthy from the AEC? 

Mr. Mitier. From the AEC? 

Senator AnpErRson. McCarthy is the Budget Director of the AEC 

Mr. Mitre. This gentleman, to my knowledge and from my con- 
versation with Mr. Wenzell this morning, is not connected with the 
AKC. 

Senator Anperson. Who is he connected with? 

Mr. Miter. I frankly do not know, sir. 

Senator Anperson. You had him on your bill. I do not pay bills 
for people I do not know. 

Senator Kerauver. Well, go ahead, Mr. Dean. Let us proceed. 

Mr. Dean. I, therefore, hand you this statement with these notes 
on it. 

Senator Kreravver. Let us have it and we will file that as exhibit 8. 

(The documents referred to were marked “Exhibit 8.”’) 

Senator Keravver. What else have you for us, Mr. Dean? 

Mr. Dean. The executive committee minutes of the First Boston 
Corp., July 1, 1954, September 22, 1954, and October 21, 1954. 

Senator Kerauver. Let them be filed as exhibits 9, 10, and 11, re- 
spectively. I think it might be well to read these minutes as they are 
short. 

Mr. Keerre. July 1, 1954, the caption is “The First Boston Corp., 
Executive Committee” : 


A regular meeting of the executive committee was held at the office of the 
corporation, 100 Broadway, New York 5, N. Y., on Thursday, July 1, 1954, at 
2:15 p. m. 

Members present: Mr. Linsley, chairman, and Messrs. Woods, Coggeshall, 
Ford, Cannon, Kuhn, and Whitbeck, constituting a quorum. Present by invita- 
tion: Messrs. Batchelder and Hambuechen. 

The chairman stated that a copy of the minutes of the last regular meeting, 
held on Monday, June 28, 1954, had been sent to each member of the committee. 
There being no errors or omissions noted, the minutes were declared approved 
as written. 

The chairman stated that, due to Monday, July 5, being a holiday, the next 
meeting of the committee will be held on Tuesday, July 6, at 2:15 p. m. 

* * * 2 * * ~ 

The committee was advised of developments in connection with the direct 
placement of securities for Mississippi Valley Generating Co. 

* ca * * * ” * 

The undersigned, an assistant secretary of the First Boston Corp., hereby 
certifies that the above is a true and exact extract from the minutes of a 
meeting of the executive committee of the First Boston Corp. held on July 1, 1954. 


Signed by Helen B. Poole, assistant secretary, the First Boston 
Corp., June 27, 1955, with a corporate seal on the left-hand corner. 

The second minutes produced by Mr. Dean are as follows: 

Caption: “The First Boston Corp., Executive Committee,” Sep- 
tember 22, 1954: 


Pursuant to call, a special meeting of the executive committee was held at 
the office of the corporation, 100 Broadway, New York City, on Wednesday, 
September 22, 1954, at 10: 40 a. m. 

Members present: Mr. Linsley, chairman, and Messrs. Woods, Coggeshall, 
Kuhn, and Pattberg, constituting a quorum. 

* * * * * * * 
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The committee discussed the question of a fee in connection with the direct 
placement of up to $93 million of bonds and up to $27 million of unsecured notes 
for Mississippi Valley Generating Co. 
* * * + * * * 
The undersigned, an assistant secretary of the First Boston Corp., hereby 
certifies that the above is a true and exact extract from the minutes of a 


meeting of the executive committee of the First Boston Corp., held on Sep 
tember 22, 1954. 


Signed by Helen B. Poole, assistant secretary, the First Boston 


Corp., and I presume by mistake in the lefthand corner is the date 
June 27, 1955. 


Mr. Dean. No, Mr. Keeffe, we had these certified when we thought 
we were going to use them on a previous matter. We had them with 
us so we just left that on it. 

Senator Kerauver. Well, read the next one, Mr. Keeffe. 

Mr. Krerre. Caption: “The First Boston Corp., Executive Com- 
mittee,” October 21, 1954: 


A regular meeting of the executive committee was held at the office of the 
corporation, 100 Broadway, New York 5, N. Y., on Thursday, October 21, 1954, at 
2:15 p. m. 

Members present: Mr. Linsley, chairman, and Messrs. Coggeshall, Ford, Pot- 
ter, Cannon, Kuhn, Pattberg, and Whitbeck, constituting a quorum. Present 
by invitation: Messrs. Addinsell, Hambuechen, and Pope. 


The minutes of the last regular meeting, held on Monday, October 18, 1954, 
as presented to the meeting, were fully approved. 
- * * ~ * « 7 

In line with the discussions which took place in the executive committee 

meeting on July 1, 1954, and after due consideration, the executive committee 

confirmed our earlier decision not to accept compensation for our services( except 

remuneration for out-of-pocket expenses) in connection with the direct placement 


of up to $93,000,000 principal amount of bonds and up to $27,000,000 of unsecured 
notes for Mississippi Valley Generating Co. 


+ * os * . . 
The undersigned, an Assistant Secretary of the First Boston Corp., hereby 
certifies that the above is a true and exact extract from the minutes of a meeting 


of the executive committee of the First Boston Corp. held on October 21, 1954. 

Signed by Helen B. Poole, Assistant Secretary, the First Boston 
Corp., and, as in the case of the other two, in the lower lefthand corner 
the date June 27, 1955, with a corporate seal. 

Senator Krerauver. They will be exhibits 9, 10, and 11, respectively. 

(The documents referred to were marked “Exhibits 9, 10, and 11.”) 

Senator Kreravuver. But, Mr. Dean, there must have been a mistake 
here. In line with the discussion which took place in the executive 
committee meeting of July 1, 1954, but in the July 1st one it does not 
show that there was any discussion exc ept that the committee was 
advised of developments in connection with it. Do you not think this 
must have been referring to the September 22 meeting ? 

Mr. Dean. No, sir. T am advised that this question of a fee was 
discussed at the July 1 meeting and at that time they decided not 
to take a fee. 

Senator O’Manonery. But did not make it part of the record. 

Mr. Dean. I did not draft that particular minute, Senator 
O’Mahoney. 

Senator O’Manonery. I was just calling your attention to the min 
utes of the meeting and you agree with me that the minutes of the 
meeting do not contain the declaration as now made? 

Mr. Dean. I quite agree with you, Senator. 
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Senator Anperson. Well it was only a matter of $75,000 or $100,_- 
000. 

Mr. Dean. You asked us for a copy of a memorandum of Mr. Robert 
L.. Harter, vice president of the First Boston Corp. dated the 5th of 
February 1954, and I hand you that memorandum, and there is an- 
other memorandum on there dated the 10th of February 1954. 

Senator Krrauver. The first memorandum is February 5, 1954, 
which will be marked “Exhibit 12.” 

(The document referred to was marked “Exhibit 12.’’) 

Senator Kerauver. Now this memorandum was prepared by whom ¢ 

Mr. Dean. Mr. Harter. 

Senator Kerauver. Well it has a notation at the bottom “Hund- 
ley.” 

Mr. Mitirr. May I try to interpret that for you? 

Senator Krravver. Well, Mr. Miller, tell us what that type memo- 
randum is. 

Mr. Miter. It appears to be a memorandum of pencil notes of the 
internal meeting about which I testified yesterday which I discovered 
in Mr. Harter’s possession when we were looking for everything we 
could find in the First Boston Corp. 

Senator Krerauver. Now, what is the date of that top memoran- 
dum ? 

Mr. Mirier. The date of the top memorandum is February 5, 
1954. 

Senator Kerauver. And what is the subject matter of it? 

Mr. Miixer. The subject matter of it is in three categories here in 
the middle of the page. 

Senator Kerauver. Well at the top the subject matter is TVA. 

Mr. Mirrrr. It says TVA, Wenzell, Miller, FAC—Mr. Cannon. 

Senator Keravver. Is he with your organization ? 

Mr. Mixer. He is a vice president in charge of our distribution 
end. 

Senator Kerauver. Now you and Mr. Cannon and Mr. Wenzell were 
present on February 5, 1954, at the time this memorandum was made. 
Ts that correct ? 

Mr. Mitier. Yes. 

Senator Kerauver. Now just to review again what that memoran- 
dum was about. What were you discussing on February 5, 1954, re 
the TVA ? 

Mr. Miter. As nearly as I can determine from this memorandum 
it says 500,000 kilowatts—$90 million—could be less—$75 million. 
Then it says, Dickson—Middle South, McAfee—Union Electric. It 
says, Memphis are: And then it has three numbers 
under the word “cost” and it says, 95 : savinons debt equals 86 million 
debt, balance common, No. 2 it says, 7! ) percent debt equals 72 million 
debt, balance common, and third, 50 percent debt equals 45 million 
debt, 20 percent PF, presumably meaning preferred, 30 percent com- 
mon. The next line reads “Entire output to Atomic Energy Com- 
mission.” The next reads, Ohio Valley—29 years—334—100 percent 
S. F.—June and July 1952, which I interpret to mean, that was the 
date when it was that the 33, percent was traded on that issue. Next, 
common 5 percent to sponsoring companies—8 percent return. And 
then he has written down the yield level of various quality categories 
of public-utility bonds during the summer of 1952 when the OVEC 
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transaction was traded. He put down AAA, 3 percent, AA 3.05-3.10 
percent, and A 3.20-3.25 percent. And then, as nearly as I can get 
it again 3 numbers presumably related to the 3 types of capitalization 
set forth in the middle of the page. One says, FAC, 314 percent—he 
thinks it ought to be 314 percent obtainable. Two, dittos, and 3, which 
is the conventional public-utility capitalization as indicated above says 
314 percent in the lower lefthand corner of the page and below that it 
says 14 percent—standby. 

Senator Kerrauver. That one-half percent is standby—not 
Hundley? 

Mr. Miuurr. Yes, sir. 

Senator Kerauver. What is on the next page? 

Mr. Miter. The next page is again a penciled notation. 

Senator Keravuver. Is that all on the second meeting, the second 

nage ¢ 
: Mr. Mixer. The second page is dated February 10, 1954. I inter- 
pret that to be a second meeting internally. 

Mr. Keerre. The first meeting was February 5? 

Mr. Miter. Yes, sir. 

Senator Krrauver. Now, where were these meetings held? 

Mr. Mitter. They were held in the office of the First Boston Corp. 

Senator Keravuver. In New York? 

Mr. Miter. Yes, sir. 

Senator Kerauver. And the next memorandum there is a memo- 
randum of a meeting of February 10, 1954? 

Mr. Miter. Yes, sir. 

Senator Kerauver. What does that say ? 

Mr. Miter. It says, TVA, February 10, 1954. ae Harter 
relates this to TVA. It says 4 in a circle—I don’t know what that 
means. It may be a fourth method of financing and I cannot inter- 
pret it entirely. But it says 120 million, 96 million bonds, 24 million 
common. Underneath that it says, 40 years, 3-year construction, plus 
25 AEC contract and at that time 75 percent paid off. Power contract 
with sponsor contracted, which I can only interpret to mean power 
contracts with a sponsoring company, with sponsored contract—100 
percent pay out from sponsors, and that is the end of the memorandum. 

Senator Krravver. One hundred percent pay out from the sponsors 
from the Government ? 

Mr. MILLER. Sponsors, I would interpret to mean two sponsoring 
companies. 

(The two documents referred to were marked “Exhibit 12.”) 

Senator Kerauver. Now, Mr. Miller, let us see if we can get this 
clear. You and Mr. Wenzell and Mr. Cannon were there. Is that 
correct ? 

Mr. Miiurr. And Mr. Harter who made the notes. 

Senator Kerauver. After the notes were made, what was done with 
them? Were they copied? 

Mr. Miuter. They were unearthed. I did not know of the notes 
at that time. I inquired, certainly within the last 2 or 3 weeks. of 
both Cannon and Harter if they had any recollection or memorandums 
or anything of any activities on this matter at all, and that is all I 
have been able to find. Those were residing in Mr. Harter’s desk for 
his file. 
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Senator Krrauver. Then you do not know what was done with 
them but would call this a worksheet, probably an original work- 
sheet to get up the financing plan for the Dixon-Yates generating 
plant. Is that what you would call this? 

Mr. Mintzer. I would call that one individual’s notes of a meeting 
which was held for the purpose of discussing and, I assume, conclud- 
ing what interest rate we should advise Mr. Dixon to use in the pro- 
posal which he was then considering. That is the best construction 
I can put on it, sir. 

Senator Krrauver. And it relates to Dixon, Middle South, and 
the TVA building a plant to get power to the TVA. Is that what it 
relates to? 

Mr. Mitter. The top one mentions TVA; they both mention TVA 
in the heading. They mention a contract with the Atomic Energy 
Commission. 

Senator Kerauver. Looking this over, Mr. Miller, there is con- 
siderable similarity between these rough figures here and some of the 
final figures that were contained in the February 10 proposal. Is 
that not correct ? 

Mr. Miter. I would assume, sir, that on the basis of those discus- 
sions—those were the discussions—I don’t know of any others—on the 
basis of which Mr. Dixon was advised verbally of the interest rate 
he should use. 

Senator Krrauver. On the basis of these discussions and these 
figures Mr. Dixon prepared the proposal which he submitted to the 
Atomic Energy Commission on February 25, 1954? 

Mr. Mitter. On the basis of the opinion resulting from those dis- 
cussions. 

Senator Kerauver. Enlarged upon by conversations. 

Mr. Miter. Oh, certainly. 

Senator Krerauver. I would like for it to be photostated into the 
record just as it is. 

It would be interesting to note here that from Mr. Hughes’ testi- 
mony that on February 3, 1954, Mr. Wenzell was working for the 
Bureau of the Budget, had a conference here in Washington. Febru- 
ary 5, he had this conference with you and these other gentlemen in 
New York. Then on the 8th he was again working for the Bureau 
of the Budget in Washington. February 10 he was back in another 
conference with you and these gentlemen in New York, and February 

23 he was with the Budget Bureau and February 25 the offer had been 
written out and sent to the Atomic E ‘nergy Commission. 

Do those dates have any significance to you, Mr. Miller? 

Mr. Miter. Oh, yes. 

Senator Krerauver. What significance do they have to you? 

Mr. Mittrr. They indicate to me that Mr. Wenzell asked the people 
that he would naturally turn to in his function as a consultant to the 
Budget Bureau to get what we would like to consider an expert opinion 
on the interest rates at which money could be raised. The cost of 
money, as I am sure you realize, sir, is a very large component of the 
cost of this type of operation. 

Senator Kerauver. Why do they not indicate also, Mr. Miller, that 

2 days before this fifth conference he was down here to get instruc- 
tions from the Budget Bureau and the Atomic Energy Commission 
and that he went up and participated in this conference to work the 
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matter out; 2 days before the February 10 conference he worked for 
the Government here and going over the matter with the Budget 
Bureau and the Atomic Energy Commission, and then went back 
2 days later and attended the second conference. Does not that 
indicate that to you? 

Mr. Miuirr. Well it certainly indicates that he was actively work- 
‘ng on the matter of the interest rate. 

Senator Krerauver. Well, Mr. Miller, there is more than just the 
interest rate. It has to do with the amount of equity capital, the 
amount of bonds, all the various ways it might be financed. Is not 
that correct ? 

Mr. Miuer. I certainly think that that was under discussion. 

Senator Kerauver. I mean there is more than just the interest rate. 
This deals with the entire capital structure of the transaction, does 
it not? 

Mr. Mitier. That is true, certainly, and apparently, from those 
notes on the 10th, a decision had been reached that the capital struc- 
ture would be that of a very high leverage company—95 percent 
we consider high leverage. 

Senator Kerauver. The conference there on February 10 shows 
that the capital structure that you all agreed upon in this conference 
was going to be 95 percent of high leverage capital which was exactly 
what it was in the proposal of February 25. Is not that correct? 

Mr. Mriter. Well I do not believe that the proposal contained any 
capital structure, but it contained a figure for power which was 
certainly based upon a cost of money. I think that you could assume 
from this memorandum that the capital structure on which that 
money cost was based was a high debt structure—95 percent. 

Senator Keravuver. From this meeting of February 5 when all this 
was worked out for the Bureau of the Budget and Dixon-Yates, or 
whoever it was worked out for, who got in touch with Mr. Dixon? 

Mr. Mitter. To my knowledge, Senator, the only people who were 
concerned with this matter were these four. Both Mr. Cannon and 
Mr. Harter would not normally be the people who would talk with 
Mr. Dixon. I did not, so I assume that Mr. Wenzell transmitted the 
results of our conclusions. 

Senator Kerauver. Why would Mr. Harter and Mr. Cannon not 
be the men to talk to Mr. Dixon? 

Mr. Mitter. I don’t know that they know him, frankly. Normally 
in our operations it is the buying people that know the issuing com- 

anies. 
Senator Keravver. In other words ty were not in the depart- 
ment that would consult with the customer ? 

Mr. Mitirr. That is right; they are money market people. 

Senator Keravver. They are on the technical staff; so that who 
would consult with Mr. Dixon? 

Mr. Mixer. In the normal course of events it would be either Mr. 
Wenzell or myself and I did not know Mr. Dixon except for that 
meeting on the 20th. So I assume that it was transmitted to him— 
whatever it was—by Mr. Wenzell. 

Senator Kerauver. Will you make an examination of your records 


to find letters of transmittal transmitting this subject matter of this 
memorandum. Mr. Miller? 
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Mr. Mitier. We have already done that, sir, and found nothing. If 
you care to have us do it again we would be glad to. 

Senator Krerauver. I wish you would do it again, because it would 
seem that there should be some enlargement of the explanation here, 
and it would be submitted with a cover letter unless it was going to 
be submitted orally. 

Mr. Miuurr. It is my understanding that it was submitted orally by 
Mr. Wenzell. 

Senator Krerauver. Now, Mr. Miller, is this the same kind of a work- 
sheet and a preliminary plan that you and your people would get u 
if you were going to have X Y Z Corp. or some of these many hundreds 
of companies that you have handled securities for, if you were going 
to help them with their finance plan? 

Mr. Mitter. It would be a normal procedure whenever we are asked 
for an opinion, whether it be on interest rate or capital structure or 
anything in which they feel we have a field of competency, for us to 
consult with the people who were most concerned. In this case it was 
interest rate. We felt that we ought to talk with our people who 
knew the most about money markets. 

Senator Keravuver. That is only interest rate. This is the amount 
of equity and the amount of bonded indebtedness; is it not ? 

Mr. Miter. I think at these meetings probably Mr. Wenzell de- 
scribed what he then knew of the proposed capital structure because 
Mr. Cannon or Mr. Harter would not be concerned in the capital 
structure portion of it—only in the rate. 

Senator Kerauver. What I am trying to get at, Mr. Miller, is that 
here in 1955 here is a long list of people that you worked up to financing 
for and placed their securities. Now one of these companies—well 
here is one, Southern California Edison. They came to you with a 
problem about financing and interest rates. This would be the normal 
procedure that you would go through in getting up a plan of this sort 
to submit to them. Is that correct? 

Mr. Miter. To get right to the point of your question. It is a 
perfectly normal procedure, yes, sir. It happens to be inapplicable 
to Southern Cal. Ed. 


Senator Kerauver. Senator O’Mahoney, do you have any questions 
about this ? 

Senator O’Manoney. I would like to start with the chronology I 
have before me. Now exhibit 12, Mr. Miller, which is labeled Feb- 
ruary 5, 1954, TVA, Wenzell, Miller, FAC—what is FAC? 

Mr. Miter. F. A. Cannon, a member of our organization. 

Senator O’Manoney. What organization ? 

Mr. Miter. First Boston Corp. 

Senator O’ManHoney. What does Miller stand for? 

Mr. Miter. Paul L. Miller, a member of the First Boston Corp. 

Senator O’Manonry. What does Wenzell stand for? 

Mr. Mitter. Adolphe H. Wenzell, then a vice president of the First 
Boston Corp. 

Senator O’Manonry. What does TVA stand for? 

Mr. Miter. I assume, sir, it stands for the Tennessee Valley 
Authority. 


Senator O’Manonry. It does not stand for Atomic Energy Com- 
mission ? 
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Mr. Miter. It does not stand for that and it is not the initials of 
any of our officers. 

Senator O’Manoney. I have before me exhibit 9. 

Mr. Mitier. Yes, sir. 

Senator O’Manoney. Now this is a sworn excerpt from a meeting 
of the executive committee of the First Boston Corp. dated July 1, 
1954, in which we find this statement : 

The committee was advised of developments in connection with the direct 
placement of securities for Mississippi Valley Generating Co. 

You are familiar with that? 

Mr. Mutter. I am, sir; I had the extract made. 

Senator O’Manoney. And I assume that in consideration of the 
question asked you by the Chairman of the Commission in response to 
which you produced this and that you had to make excerpts of every- 
thing in the minutes of July 1, 1954, which referred to the direct 
placement of securities for Mississippi Valley Generating Co. ? 

Mr. Miter. I did, sir. I included the preambles and everything 
that I found in line with the point in question. 

Senator O’Manonery. Nothing was left out ? 

Mr. Miter. Nothing was left out that related to Mississippi Valley. 

Senator O’Manonry. Now this meeting of July 1 was 4 months 
after the meeting of February 5, 1954, labeled exhibit 12, in which Mr. 
Wenzell, Mr. Cannon, and yourself, all members of the First Boston 
Corp. participated ? 

Mr. Mituerr. Yes, sir, and Mr. Harter who made those notes. 


Senator O’Manonry. And Mr. Harter, but he was also First 
Boston ? 


Mr. Miuurr. Yes, sir. 

Senator O’Manoney. Nobody here represented the Bureau of the 
Budget ? ‘ 

Mr. Miter. It was entirely an internal meeting. Mr. Wenzell at 
that time was acting as a consultant to the Bureau of the Budget. 

Senator O’Manonry. And 4 months thereafter no reference was 
made in the executive committee meeting to the fee that was to be 
charged or whether there was any fee to be charged or anything 
about it. 

Mr. Mitirr. There was nothing about fee in that minute. 

Senator O’Manonry. Was there any mention in any minute of 
which you have any knowledge of any determination prior to this 
about the First Boston Corp. that it would not charge a fee? 

Mr. Miuier. I have extracted from the minutes of our executive 
committee every reference to Mississippi Valley Generating Co. and 
that includes only the three that were given you here today. 

Senator O’Manoney. So that as of July 1, 1954, 4 months after the 
memorandum was prepared which was the basis of opinion rendered 
to Mr. Yates, there was no mention anywhere in the minutes of the 
First Boston Corp.—of the public service mentioned in the letter of 
May 6, 1955? 

Mr. Mitirr. I have found no such mention and I have looked. 

Senator O’Manoney. And you have looked? 

Mr. Mixer. I have looked. 

Senator O’Manoney. Thank you very much, sir. 
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I now have exhibit 10. This purports to be a sworn excerpt from 
the minutes of the executive committee meeting of First Boston Corp. 
held on September 22, 1954. I read this paragraph: 

The committee discussed.the question of a fee in connection with the direct 
placement of up to $93 million of bonds and up to $27 million of unsecured notes 
for Mississippi Valley Generating Co. 

Was there any reference in those minutes of that executive meeting 
of any decision on the part of First Boston Corp. not to accept a fee? 

Mr. Miter. The decision was not reflected in the minutes. 

Senator O’Manoney. And you have made a complete search? 

Mr. Mixer. Yes. 

Senator O’ManHonry. Now we come to the final one. This is ex- 
hibit 11 dated October 21, 1954. Now we have gone from February 
5 to October 21, 1954, and up to date we have seen no record in the 
papers of the First Boston Corp. of any purpose of the First Boston 
Corp. or any of its members to work for the Bureau of the Budget 
without pay from First Boston or to carry on the labors of direct 
placement of up to $93 million bonds, $27 million unsecured notes, as a 
matter of public interest, to use your exact words. 

Mr. Mituer. I have submitted everything we found, Senator. 

Senator O’Manoney. Now I will read this excerpt from the memo- 
randum of October 21 executive committee meeting: 


In line with the discussions which took place in the executive committee meet- 
ing on July 1, 1954— 


I want you to listen to those words: 


In line with the discussions which took place in the executive committee 
meeting on July 1, 1954, and after due consideration, the executive committee 
confirmed our earlier decision not to accept compensation for our services 
(except remuneration for out-of-pocket expenses) in connection with the direct 
placement of up to $93 million principal amount of bonds and up to $27 million 
of unsecured notes for Mississippi Valley Generating Co. 

I refer you to those first words that I had in mind when I turned 
to you Just a moment ago: 

* * * the discussions which took place in the executive committee meeting on 
July 1, 1954 * * * 

In your report of the executive committee minutes of July 1, 1954, 
was the following: 

The committee was advised of developments in connection with the direct 
placement of securities for Mississippi Valley Generating Co. 

Do you wish this committee to understand that the First Boston 
Corp. is so careless in the preparation of its minutes that it would 
have omitted from the minutes an item of the great importance of 
operating without fee for $93 million bonds and $27 million different 
kinds of securities ? 

Mr. Mitre. I don’t ask them to believe that. 

Senator O’Manoney. You do not ask them to believe that ? 

Mr. Mriurr. No. I only ask the committee to believe that we have 
given you everything that we have as it was, unaltered obviously, 
and I interpret that in the light of my senior’s testimony, Mr. Linsley, 
before the SEC, which Mr. Keeffe was kind enough to read yesterday, 
and that is the record as it stands—— 

Senator O’Manoney. So the record is that on July 1 all that the 
executive committee discussed were the developments. Then almost 
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3 months later, on September 22, 1954, all that the committee found 
necessary to record in the minutes was that the question of the fee 
was discussed—no record of any decision. It would be a reasonable 
assumption I would think that at least the question had not been 
decided. There was a suggestion of the fee. I would assume that 
that meant that they had not yet reached a consensus of opinion as to 
what the fee should be. If at that time, September 22, 1954, they 
had already decided that there was to be no fee, the record in the 
executive committee meetings would be very different. 

And finally, on October 21, 1954, we find that the secretary of the 
executive committee takes very much more care in recording what 
happened—not content merely with the account of what transpired— 
there is an argumentative and self-serving introduction. 

In line with the discussions which took place in the executive committee meet- 
ing on July 1, 1954— 
of which you say there is no record and you have searched everywhere 
you knew to search 





and after due consideration— 


which to my mind means that at that meeting they were giving due 
consideration, the words having no other meaning—no other reason 
for being there— 


after due consideration— 

on October 21— 

the executive committee— 

and then here are the self-serving words again— 
confirmed our earlier decision— 

never before recorded in any of the minutes— 


not to accept compensation for our services (except remuneration for out-of- 
pocket expense) in connection with the direct placement of up to $93 million 
principal amount of bonds and up to $27 million of unsecured notes. * * * 

Now bearing in mind your testimony, Mr. Miller, with respect to 
exhibit 12, that this memorandum prepared by Mr. Cannon, the pen- 
ciled memorandum under date of February 5, 1954, bearing the head 
of TVA, Wenzell, Miller, and FAC, we have a document showing that 
three members of the First Boston Corp. on that date were discussing 
debt and equity and interest upon bonds and the terms of the bonds 
and other substantial questions going into the preparation of a report. 
And in the report of the hearings of the Joint Committee on Atomic 
Energy, Congress of the United States, 83d Congress, 2d session, be- 
ginning on November 4, 1954, we find the offer from Mr. Dixon and 
Mr. Yates to the Atomic Energy Commission—it ends on page 933 
with this paragraph: 

We have received assurances from responsible financial specialists expressing 
the belief that financial arrangements can be consummated on the basis which 
we have used in making this proposal and under existing market conditions and 
our offer is conditioned upon such consummation. It is also subject to approval 
of various regulatory bodies having jurisdiction. 

Now, Mr. Miller, was not the First Boston Corp., that is, Wenzell, 
Miller, and FAC, the financial specialists? 

Mr. Mriuter. I have every reason to believe that they were depending 
upon that opinion obtained from us—from the First Boston Corp. 
as responsible financial specialists. 
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Senator Kerauver. Mr. Miller, do you have any other comment 
or answer you want to give now before Senator Langer asks a 
question ¢ 

Mr. Miter. I don’t think it should be my function to be argu- 
mentative, sir. 

Senator Keravuver. Very well. 

All right, Senator Langer. 

Senator Lancer. Mr. Miller, does it strike you as peculiar that you 
called a meeting on July 1, 1954, the same day that this committee 
for the first time subpenaed Mr. Dixon and Mr. Yates? 

Mr. Mrtuer. I was not aware of that facet of it. The executive 
committee I believe meets twice a week. I am not a member of it. 

Senator ANDERSON. What are its normal meeting dates? 

Mr. Miter. I believe it is Tuesday and Thursday, but I am not 
sure of that, sir. It is frequently called into special meetings as 
problems come up. That committee passes on all of our commitments 
with the result that there is never a new sudden decision without 
the committee first passing on it. That committee meets quite 
frequently. 

Senator Lancer. It says at your meeting on October 21: 

In line with the discussions which took place in the executive committee meet- 
ing on July 1, 1954— 

That is the very day this committee for the first time went into this 
matter. Is that not true as far as you know? 

Mr. Mitirr. That is an interesting coincidence. 

Senator Lancer. I think it is interesting too. Out of 365 days in 
a year you picked the very day Mr. Dixon and Mr. Yates were asked 
to come here for the first time. 

Mr. Miter. Well, very clearly we would not know they had been 
subpenaed. 

Senator Lancer. You know they were subpenaed to bring in all 
their records before this committee. Mr. James was here with them, 
and is it not funny that at the very time we had this meeting here 
you were having one in New York fixing up these minutes? Is not 
that a strange coincidence? 

Mr. Mitier. If we are going to be accused of fixing minutes, I 
do not think we have done it very well. I have been getting this infor- 
mation for you. 

Senator Lancer. They were subpenaed to appear here July 1. 

Mr. Mitter. It so happens that we did not know it. 

Senator ANDERSON. No one in your firm heard about it? 

Mr. Miter. I cannot say for sure, sir, that no one in my firm heard 
about it. 

Senator Lancer. Who called the meeting? 

Mr. Mitter. The meeting of July 1? 

Senator Lancer. Yes. 

Mr. Mitter. Didn’t it say it was a regular meeting of the executive 
committee? I do not know what the day of July 1 was, but this was 
a regular meeting. 

Senator Lancer. The fact that Dixon and Yates had been sub- 
penaed would not occasion any comment, particularly when they were 
being subpenaed with reference to an item you were vitally concerned 
with—the largest piece of financial business you had ever had next to 
the big OVEC? 
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Mr. Mutter. I am afraid it is far from the largest piece of financing 
we have had including OVEC. I testified yesterday that it is large— 
larger than the normal piece of financing. 

Senator Krrauver: Mr. Miller, just one question. I hope we can 
hurry along. I know we want to get Mr. Wenzell started with his 
testimony this afternoon, if possible. 

Senator Butter. Mr. Chairman, at this point may I say this, that 
I have an appointment at a quarter of five and I would like to be here 
when Mr. Wenzell testifies. When we finish with Mr. Miller could 
we not go over to tomorrow morning? 

Senator Lancer. Mr. Chairman, I want to state I have a Refugee 
Committee hearing in Los Angeles, Calif. I stayed over purposely 
to get this thing cleared up. My plane leaves at 1 p. m. tomorrow. 
I have some witnesses out there who have not been subpenaed but they 
have to be there. 

Senator Keravuver. Suppose, Senator Butler, that when we finish 
with Mr. Miller we just ask Mr. Wenzell a few preliminary questions, 
and then when we get into it 

Senator Burier. Senator, I am asking you as a matter of courtesy 
as a member of this committee, at this hour when we finish with Mr. 
Miller I would like this hearing to go over to tomorrow morning at 
10 o’clock when it has been regularly scheduled. 

Senator Lancer. It was announced here yesterday that as soon as 
Mr. Miller got through we were going to take up Mr. Wenzell. 

Senator Butter. And stay here until 1, 2, or 3 o’clock in the morn- 
ing? How long do you want to sit here? 

Senator Lancer. If you had been here you would know. 

Senator Burier. Yes, and we have had a hard week and I am ask- 
ing you as the chairman of this committee as a courtesy to me as a 
member of the full Judiciary Committee to go out at a reasonable 
hour and resume in the morning. Now I have a very important en- 
gagement that I must keep. 

enator Lancer. I want to say, Mr. Chairman, that I would like to 
be here. I like to hear him talk and I like to hear him question. I 
want to be here when he is here; I do not want to be in Los Angeles. 

Senator Butter. Then why do you not stay here? 

Senator Lancer. Well, Mr. Chairman, I love John Butler. 

Senator Keravuver. We will let the record show the compassion be- 
tween Senator Langer and Senator Butler. 

The unusual thing about this thing, was it not, Mr. Miller, that this 
was going to be 95 percent bonds and 5 percent equity capital? What 
was your expression for it ? 

Mr. Mitier. High leverage. 

Senator Krerauver. You are aware that the Holding Company Act 
requires 40 to 60 percent capitalization—not over 60 percent—are you 
not, of bonds and the rest to be equity in your dealings? 

Mr. Miter. The act requires that, sir? 

Senator Kerauver. The regulations of the Securities and Exchange 
Commission. 

Mr. Miter. Sir, my understanding would be that that was for 
regulated holding companies. 


Senator Kerauver. The bond indebtedness should not be more than 
60 percent. 
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Mr. Mriuer. For regulated holding companies; yes, sir. 
Senator Kerauver. They come under the Holding Company Act. 
Mr. Mitxer. I don’t know whether it is applicable to all companies 
under the act. I do not quite pose as an expert on that. 

Senator Krravuver. Now, Mr. Dean, do you have another exhibit ? 

Mr. Dean. Yes, a breakdown of the expenses totaling $244.84. 

Senator Krravver. Let that be filed as exhibit 13. 

(The document referred to was marked “Exhibit 13.”) 

Mr. Dean. Mr. Chairman, I would like to call your attention ex- 
pressly to the fact that the first debits are on the 20th of May 1954. 
One item was actually debited on the 21st of July 1954 in the amount 
of $9.45 for lunches of Mr. Wenzell and Mr. Townsend and Mr. 
Miller, all of the First Boston, on April 23, 1954. The second item, 
$12.50, which was booked on June 17, 1954, for taxicab fare on May 
2, 8, and 9 for Mr. Linsley, the first time apparently that this matter 
was booked on the books of the First Boston Corp. 

Senator Kerauver. And you want to point out these two items to 
show that Mr. Wenzell did have expenses. 

Where was this luncheon? The luncheon is charged to the Mis- 
sissippi Valley Generating Co., and Mr. Wenzell apparently took 
Mr. Townsend and Paul Miller to lunch on April 23. Where was that ? 

Mr. Mutter. I could only assume from the fact that it was an ac- 
count with him, sir, that it was the Banker’s Club of America in 
New York. I think that is the reason it would be charged. 

Senator Kerauver. Mr. Dean, in turning the expense account in, 
Mr. Wenzell directed that that be charged to the Mississippi Valley 
Generating Co. account ? 

Mr. Dean. That is what that says on that slip, Senator 

I have just one very brief statement. I just want to say now, in 
view of the fact that we have ascertained that Mr. Miller came down 
on flight 117 at 1:45 p. m. on January 19, 1954, that Mr. Wenzell 
after his meeting at the Atomic Energy Commission on the 18th 
flew back to New York that night and came down with Mr. Miller 
on Tuesday, the 19th. They registered at the Carleton at 5:35 p. m. 
Mr. Miller still has no recollection of the meeting at the Atomic 
Energy Commission on the afternoon of the 19th. We are prepared 
to concede that he and Mr. Wenzell were at the Atomic Energy 
Commisison on the afternoon of the 19th. 

Senator ANperson. Mr. Wenzell was in New York on the morning 
of the 19th? 

Mr. Dean. Yes. 

Senator AnpEeRson. How did he happen to phone Mr. Miller to New 
York from Washington on the 19th as Mr. Miller testified yesterday ? 
I think that is a miracle. 

Mr. Dean. When he goes on the stand I think he can answer that. 
The supposition is that he either telephoned to him on the evening of 
the 18th or his memory was faulty and he spoke to him on the morn- 
ing of the 19th. 

Mr. Mitier. From the facts we know now that we just recon- 
structed, it was in the latter fashion. 

Mr. Dean. We worked most of the night trying to reconstruct these 


facts, and we now find that it is quite apparent that they both came 
down together on January 19. 
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Senator ANperson. Could you now reconstruct the meeting on the 
19th? 

Mr. Miiuer. I can’t do so. 

Senator Anperson. Because it is not mentioned in the chronology ? 

Mr. Miter. I believe my being there on the 20th is not in the chro- 
nology. 

Senator Anperson. But the meeting on the 20th was in the chro- 
nology and you remember that, and the 19th was not mentioned and you 
cannot remember that ? 

Mr. Mitier. Senator, there is no causation there. 

Senator O’Manoney. Has your mind cleared up any, Mr. Miller, 
with respect to the reason for the speed coming down here making 
it necessary for you to travel without a change of linen? 

Mr. Micter. The lack of a change of linen, Senator, has led me 
now to the belief that I must have first heard about it in New York 
because I find I did come down with Mr. Wenzell. 

Senator O’Manonry. Well, apparently you and Mr. Wenzell went 
straight to the Atomic Energy Commission and went and registered 
at the Carlton Hotel later. 

Mr. Mitirr. Judging from what we find on the date and time 
stamp on the registration, that appears to be what happened. 

Senator O’Manoney. If I understand it correctly now, according 
to the air schedule produced by Mr. Dean your plane from New York 
arrived about 3 o’clock ? 

Mr. Muer. It was scheduled to arrive approximately 3 o’clock, 
we were advised. 

Senator O’Manonry. And you did not register at the hotel until 
5:35 o'clock. Then was it not possible that between the landing of 
the plane and the registering at the hotel you stopped at the AEC 
oflice before going to the hotel ? 

Mr. Miuurr. It seems to me apparent that we must have from the 
evidence that Senator Anderson had yesterday which had my signa- 
ture on it. I have obviously tried my best to recollect what happene L 
and I have no recollection of that meeting. I do recall that I was not 
intoxicated. 

Senator O’Manonry. Judging from your appearance here, I would 

say that that was the real tr uth and all the truth. 

‘Mr. Minter. Thank you, Senator. 

Senator Kerauver. Do you have any other exhibits, Mr. Dean? 

Mr. Dean. No; that is all, Senator. We have been asked for a copy 
of an Ebasco memorandum and a copy of the mortgage debenture 
which we will bring tomorrow morning. 

Senator Kerauver. That is correct. 

Mr. Miller, we do not expect to put you back on the first thing in 
the morning, but we want you to be here because some matters may 
come up in connection with these matters, if you possibly can, unless 
you want to speak to me afterward for some special reason. 

Do you have any questions right quick, Mr. Keeffe, that you want 
to ask Mr. Miller? Make a premise about what your question is and 
then ask it. 

Mr. Keerre. Mr. Miller, you may or may not be familiar with the 
fact that Edgar Dixon testified before the SEC on June 7? 

Mr. Minter. Yes; this year on June 7. 
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Mr. Keerre. He said on pages 120 and 121, speaking of this period 
that we have been discussing with you here, that sometimes he asked 
Hallingby to call and sometimes he himself called Paul Miller who 
was Mr. Linsley’s associate, and the important thing was that it was 
Mr. Linsley’s views he sought and Mr. Linsley’s view he relied on. 

Mr. Mixer. What period was he referring to, sir? 

Mr. Keerre. He was referring to the period, and.I will show you 
as it appears on pages 140 and 141 where I am skipping, he said: 

I have told you we have had some informal conversations over the telephone 
with Linsley or his associate, Mr. Miller, the one I relied on having been prior 
to the submission of our proposal which, as we know, was February 25, where 
he expressed his opinion that we could finance on the basis of 314 percent money. 

Now we have, as you know, Mr. Miller, in the SEC the sworn 
testimony of Mr. Linsley that Dixon did not talk to him before I be- 
lieve April 12 or April 10 or early April, maybe the last day of March. 

Mr. Miter. My recollection is that he did not recall Mr. Dixon 
talking to him. That is correct. 

Mr. Krerre. I want to ask you, did he talk to you? 

Mr. Murr. I have no recollection of talking with Mr. Dixon prior 
toMay. I think I talked with Mr. Hallingby. 

Senator Anprerson. What year? 

Mr. Miiter. In 1954. Well, of course, except the meeting of Jan- 
uary 20. I did not have any conversations with Mr. Dixon that I 
recall between January 20—I obviously sat in on the meeting with 
him. 

Mr. Keerre. It is evident to you from the testimony I read to you 
that Mr. Dixon regarded it very important that he would be able 
to raise the money and put this deal through, and I believe in an- 
swer to Senator O’Mahoney you agreed that that was a pretty im- 
portant matter. 

— Miter. We certainly felt it was important and I am sure he 
did. 

Mr. Keerre. And a result of your talks on the 5th and the 10th 
of February with Cannon and Harter you told them that the money 
could be raised, and then we find this exhibit 5, a letter drafted by 
Mr. Wenzell to Mr. Dixon. So that it is perfectly clear that First 
Boston was represented with Dixon by Wenzell. Is that not right? 

Mr. Miter. I would interpret it as Mr. Wenzell in his capacity, 
which is very clear, that he was advising on behalf of the Budget 
Bureau, came to us for an interest-rate opinion which was an im- 
portant part of the proposal which had to be made. 

Mr. Keerre. I hate to interrupt you, Mr. Miller, but will you give 
me a “Yes” or “No” answer. 

Did Mr. Wenzell represent First Boston in the proposal or did he 
not ? 

Senator Lancer. I want you to bear in mind exhibit 12 in the hand- 
writing of one of First Boston’s employees of the conference between 
Wenzell, Miller, and Cannon which took place on the 22d. Now you 
are dealing with a period from February 5 to February 25, only 20 
days, and your testimony was that on the 5th of February Wenzell 
was a First Boston representative. 

Mr. Miter. Well he certainly was an officer of the First Boston 
Corp. at that time. 















POWER POLICY 169 


Senator O’Manoney. I just wanted to put that in your mind before 
you answered the question of Mr. Keeffe. 

Mr. Keerre. Mr. Miller, with respect to the February 25th pro- 

yosal, did Mr. Wenzell of the First Boston Corp. represent the First 
oston Corp. ? 

Mr. Minter. Mr. Wenzell transmitted the First Boston Corp.’s 
advice to the best of my knowledge to Mr. Dixon. 

Mr. Keerre. And that was on the basis of the study of Harter, Can- 
non, yourself, and Wenzell on February 5 and 10, and the transmis- 
sion was in that draft letter of February 24 which has on it the type- 
written name of the First Boston Corp. ? 

Mr. Minter. The advice given by Mr. Wenzell was based upon the 
considerations of this group we have been discussing in the First 
Boston Corp. It was transmitted orally. There was no written 
transmission. This is a draft which we have supplied to you, a letter 
which was dated April 14 when the letter was submitted. This draft 
was never submitted. 

Mr. Keerre. Now 1 minute, Mr. Miller. It ultimately became the 
letter of April 14? 

Mr. Mirier. It certainly did; it is very close to the letter of 
April 14. 

Mr. Keerre. But actually, in preparing this letter, it was prepared 
on the basis of the discussions of Cannon, Harter, and you? 

Mr. Mitter. Well that draft is only a form of presentation. I didn’t 
think that it even included the rate. Is there a rate in it / 

Senator Keravuver. Well at any rate it is the First Boston Corp. 
and I suppose by Mr. Wenzell. 

Mr. Miter. It was ultimately signed by Mr. Linsley. 

Mr. Keerre. On April 14. Mr. Miller, in any event the statement 
of Dixon that he talked to you before he made the February 25 pro- 
posal is not true? 

Mr. Mixter. My testimony was and is that I don’t recall any con- 
versations with Dixon between the 20th of January and some time 
in early May. 

Mr. Keerre. So that if you do not recall it and if Mr. Linsley does 
not recall it, it is evident that First Boston was spiuinaied with 
respect to this very important February 25 proposal by Mr. Wenzell. 
Is that right ? 

Senator Krerauver. We will let him answer that in his own way. 
I think he has gone over that pretty thoroughly. 

Mr. Mitter. I have tried my best to answer that same question. 

Senator Kerauver. Do you have any other line of questioning, Mr. 
Keeffe, at this time? 

Mr. Keerre. I have one question about the Sullivan & Cromwell 
letter, if you can bear with me, Senator. 

Mr. Miller, you refer to the fact that I read you yesterday Mr. 
Linsley’s testimony . 

Mr. Miter. Yes, sir. 

Mr. Keerre. And you recollect that Mr. Linsley in his testimony put 
the reason why First Boston had ultimately decided not to charge a 
fee in this matter upon three grounds? 

Mr. Miter. Yes, sir. 
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Mr. Keerre. And you remember that the third ground was the dual 
capacity of Wenzell with the Bureau of the Budget and with the 
First Boston Corp. ? 

Mr. Miter. Sir, the ground was that general thing; I don’t think 
there was any dual capacity mentioned. 

Mr. Keerre. Do you want me to read it? 

Mr. Mitier. Not necessarily. 

Mr. Keerrr. Don’t you think it strange that in the letter of May 6, 
1955, to Sullivan & Cromwell, the only 1 of the 3 reasons given by Mr. 
Linsley as the basis for First Boston’s refusing a fee is the one that it 
is in the public interest or presumably, as Mr. Linsley said, for na- 
tional defense ? 

Mr. Miter. The principal reason, the one put first by Mr. Linsley 

in his testimony, is that we considered this matter in the public in- 
terest as falling within the category of the public interest. The other 
two reasons he has since testified to. That letter, as I stated yesterday, 
was prepared at Mr. Dixon’s request when he raised the matter again 
prior to a hearing in front of the SEC. What more can I say to help 
you? 
’ Mr. Keerre. Well no more, Mr. Miller, except the question I asked 
you yesterday which you were not able to answer then and I presume 
are not today, is that if Dixon was not to be charged a fee why did he 
testify or why did an officer of his office testify on May 11, 1955, that 
the matter was still open? 

Mr. Mitter. I don’t know of any reasons for the testimony of Mr. 
Dixon or his officer. I tried to explain that, to interpret it for you 
yesterday, but it is only my interpretation and I don’t think I can 
do any better today. 

Mr. Keere. I have no more questions, Mr. Chairman. 

Senator Lancer. Mr. Miller, you never studied law or anything of 
that kind? 

Mr. Miter. I have not, sir. No. 

Senator Lancer. Have you studied bookkeeping ? 

Mr. Miter. No. I have no special knowledge in any of those 
fields. 

Senator Lancer. You are just trying to answer these questions the 
best you can. 

Mr. Miter. To the best of my ability. 

Senator Kerauver. Well, in view of the lateness, and I hope that 
we can finish with Mr. Wenzell in the morning, we will recess and 
reconvene at 9:30 a. m. sharp tomorrow. 

(Whereupon, at 4:55 p. m., the subcommittee recessed, to recon- 
vene at 9:30 a. m., July 8, 1955.) 
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Unirep States SENATE, 
SuBcoMMITTEE ON ANTITRUST AND MonopoLy 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 9:30 a. m., in room 
424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kilgore (chairman), Kefauver (presiding), 
O’Mahoney, and Langer. . 

Also present: Senators Anderson, Gore, and Butler, Arthur John 
Keeffe, assistant counsel. 

Senator Kerauver. The committee will come to order. 

Let the record show that Senator Langer and the chairman as 
members of the subcommittee, are present. Senator O’Mahoney will 
be here shortly. 

And let the record also show that Senator Anderson and Senator 
Gore are present. We are glad to have them. And we invite them 
again to participate fully in the questioning, or any comments that 
they wish to make. 

Our witness this morning is Mr. Adolphe Wenzell. 

Mr. Wenzell, will you stand and be sworn? 

Raise your right hand. Do you solemnly swear that the testimony 
you give this committee will be the whole truth, so help you God? 

Mr. Wenze tL. I do. 


TESTIMONY OF ADOLPHE WENZELL, VICE PRESIDENT, FIRST 
BOSTON CORP., NEW YORK, N. Y.; ACCOMPANIED BY ARTHUR H. 
DEAN, AND JOHN F. DOOLING, OF SULLIVAN & CROMWELL 


Senator Keravuver. Mr. Dean, as we left yesterday there were some 
other popes that you were going to try to secure for the committee— 


the Ebasco memorandum, and also any other covering letters and 
whatnot in connection with the transmittal of the financial plans 
to the insurance companies. 

What do you have there? 

Mr. Dean. I have here first, Senator, the Ebasco Services, Inc., 
memorandum of April 1955, entitled, “Summary Description of Busi- 
ness and Properties of Mississippi Valley Generating Co.” 

Senator Keravuver. Let this be marked as “Exhibit No. 14” for the 
hearing this morning. It seems to be lengthy. As of now, we will 
just make it an exhibit, without copying it into the record. 
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(The document referred to was marked “Exhibit No. 14,” and will 
be found in the files of the subcommittee.) 

Senator Kerauver. Just for identification, this memorandum was 
prepared by Ebasco Services, No. 2 Rector Street, New York, I 
believe. 

Mr. Dean. That is correct. 

Senator Krerauver. For what purpose? 

Mr. Dean. It is a summary description of the details and business 
and properties of the Mississippi Valley Generating Co., in order 
to put in concise form the cost of the properties and what the company 
proposes to do; a report very often is used by experts in Ebasco in 
financial transactions of this type. 

Senator Kreravuver. I believe our testimony before the committee 
back in July of last year shows that Ebasco Services is at No. 2 
Rector Street, and Midsouth Utilities, Mr. Dixon’s organization, was 
at No. 2 Rector Street; Haskins & Sells, the auditors, or the account- 
ants, for Dixon and Yates are the auditors, and I believe that Haskins 
& Sells are the accountants for the First Boston Corp. also; is that 
not true, Mr. Wenzell ? , 

Mr. Wenzetu. That is true. 

Senator Kerauver. They are at No. 2 Rector Street. All right, 


This Ebasco document, was it circulated to the insurance com- 
panies ? 

Mr. Dean. That exhibit is the bond-purchase contract in connection 
with the direct placement of bonds, and so handed to the insurance 
companies who were parties to that agreement. 

Senator Kerauver. Senator Anderson, is that one of the documents 
furnished to your committee also? 

Senator ANpErson. Yes; it is. I am very happy to find a copy of 
it at last. 

Senator Kerauver. I mean have you previously had a copy of it? 

Senator Anprerson. No, sir; so far as I know, there is nothing like 
this even in the files of the Atomic Energy Commission. 

Senator Krrauver. Do you mean the Atomic Energy Commission 
has not furnished the committee with a copy of this Ebasco memo- 
randum ? 

Senator Anperson. Oh, no, no. We have been after this a long 
time. We now have a chance to take up the documents we need. 

Senator Kreravuver. What else do you have, Mr. Dean? 

Mr. Dean. I have the proof of April 20, 1955, mortgage and deed 
of trust, dated as of April 1, 1955, the Mississippi Valley Generating 
Co., and the First National Bank of New York as trustee. 

I understand that this is the proof that was the exhibit in the hear- 
ings on the proposed financing before the Securities and Exchange 
Commission. It has not yet been executed, but I understand that it 
is the latest proof. 

Senator Kreravver. We will let that be made exhibit No. 15. The 
other was No. 14. 

(The document was marked as “Exhibit No. 15,” and will be found 
in the files of the subcommittee. ) 

Senator Kerauver. Exhibit No. 15 is entitled “Proof of April 20, 
1955, Mississippi Valley Generating Co., to the First National City 
Bank of New York as Trustee, Mortgage and Deed of Trust.” 
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And you say, Mr. Dean, that this has not been finally executed—it 
does not show to have been actually finally signed, but this is the latest 
proof, according to your information ? 

Mr. Dean. That is what I am advised. 

Senator Krrauver. We will let this be made exhibit No. 15, but 
it will not be copied into the record. It is too voluminous. 

Mr. Dean. The third thing that you asked me for was any letter 
of transmittal from the First Boston Corp. of the interest rate opinion 
that was formulated at the meetings in the First Boston Corp.’s office 
on February 5 and February 10, 1954. 

I hand you the only letter that was written from the First Boston 
Corp. to Mr. Dixon, president, Mid-South Utilities, Inc., and dated 
April 14, 1954. It was signed by Duncan R. Linsley, chairman of the 
executive committee, First Boston Corp. This is the First Boston 
Corp.’s office copy. 

We find that there was no other written communication of this 
interest rate. I do not say this is a fact, but I do not exclude it as a 
possibility that a draft of the letter dated February 23, 1954, which 
you have—— 

Mr. Keerre. I think you had it the 24th. 

Mr. Dean. February 24, 1954—it is possible—I do not say that it is 
a fact—that may have been shown to Mr. Dixon or possibly a copy of 
it was handed to Mr. Dixon. 

Mr. Krerre. That is at pages 317 to 320 of the record of yesterday. 

Senator Kerauver. May we have this? 

Mr. Dean. Yes, sir. 

Senator Keravuver. This will be marked as “Exhibit No. 16.” 

(The letter was marked as “Exhibit No. 16,” and will be found in 
the files of the subcommittee.) 

Senator Keravuver. As I understand, Mr. Dean, this is the letter 
from the First Boston Corp., from the chairman of the executive com- 
mittee of the First Boston Corp., “BRL”—that is Mr. Linsley ? 

Mr. Dean. Yes, sir. 

Senator Keravuver. To Mr. Dixon as president of the Middle South 
in reference to the penciled memoranda of February 5 and February 
10, prepared by Mr. Wenzell and Dixon and Miller and two other 
gentlemen ? 

Mr. Dean. Mr. Cannon and Harter. 

Senator Kerauver. Mr. Cannon and Mr. Harter in the office of the 
First Boston Corp. in New York to which reference was made 
yesterday ? 

Mr. Dean. Yes. 

Senator Keravuver. You think, also, that either a copy of the orig- 
inal memorandum might have been furnished ? 

Mr. Dean. I do not say that it was. I do not even think it might 
have been. I did not want to exclude it as a possibility. 

Senator Kreravver. I think it might be well for Mr. Keeffe to read 
this letter. 

Mr. Dean. May I call your attention to one error? 

Senator Kerauver. Yes. 

Mr. Dean. The letter that you have there of the First Boston Corp. 
dated April 14, 1954, erroneously refers to revised proposal Middle 
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South and the Southern Co., as a proposal dated April 14, 1954. 
That proposal was in fact dated April 10, 1954. 


Senator Kerauver. You are talking about the second proposai of 
Dixon and Yates to the Atomic Energy Commission ? 

Mr. Dean. The formulated proposal was dated April 10, 1954. The 
earlier one is already in the files, dated, I believe, February 25, 1954. 


Senator Keravuver. All right. We will note that correction, Mr. 
Dean. 


Mr. Keerre (reading) : 


Aprit 14, 1954. 
Mr. E. H. Drxon, 
President, Middle South Utilities, Inc., 
New York 6, N. Y. 


Dear Mr. Drxon: You have furnished us with a copy of the proposal dated 
April 14, 1954— 


and I shall say in parenthese April 10, 1954— 


addressed to the Atomic Energy Commission by Middle South Utilities, Inc., and 
the Southern Co. regarding the sale to the Atomic Energy Commission of 600,000 
kilowatts of electric power through the creation of a new generating company 
which would undertake the construction of the necessary facilities. You have 
advised us that you estimate the capital requirements of the new company for 
facilities and working capital at around $107,250,000, and that you propose to 
finance the new company on the basis of approximately 95 percent debt and 5 
percent common stock equity. The equity to be paid in is to be $5,500,000, and 
to be owned by Middle South Utilities, Inc., and the Southern Co., either directly 
or by their operating subsidiaries and possibly other utility companies. You 
have also advised that you want to arrange for up to $120 million of debt capital 
in order that you may have some cushion for contingencies. 

You have asked us to advise you as to the cost of such debt securities on the 
basis that the power contract with the Atomic Energy Commission outlined in 
said proposal will be for a term of 25 years and will be supplemented—— 


Senator Kerauvrr. Hold it a second. Let us go off the record. 
(Discussion off the record.) 


Senator Kerauver. You may proceed. Let the record show that, 
Senator O'Mahoney is here and also Senator Butler. 


Mr. Keerre. The last word is “supplemented.” [Reading :] 


supplemented by contract between the proposed generating company and the 
sponsoring companies under which the latter will agree to take and pay for suf- 
ficient power to service the debt securities to the extent that sales to the Atomic 
Energy Commission or to others may not be sufficient to do so. 

And on the basis that the first-mortgage bonds will mature 30 years after com- 
pletion of the new plant (estimated at approximately 36 months after com- 
mencement of construction) and will be amortized through a level debt service 
type of sinking fund which will have returned about 75 percent of the bonds, 
25 percent after completion of the facilities, and 100 percent by maturity. It is 
our opinion that under the foregoing circumstances and under existing marketing 
conditions such debt securities can be sold by the corporation to institutions at 
an interest cost of not to exceed 3.5 percent per annum. 

It is understood that bond proceeds will be taken down over the period of con- 


struction of the facilities which is estimated to be approximately 3 years. 
Very truly yours— 


I understand it was signed by Duncan R. Linsley. 

Mr. Dean. Yes. 

Mr. Keerre. And in the lower left-hand corner those initials are 
printed “DRL” with a diagonal stroke and the small letter “g” appears. 


And underneath Mr. Linsley’s signature appears in typewriting, 
“Chairman of the executive committee.” 


Mr. Dean. That is correct. 
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Senator Krrauver. Mr. Dean, apparently this probably does not 
refer to the penciled memoranda of February 5 and 10, Shecenms on 
the basis of that memoranda the proposal of Dixon-Yates to the 
Atomic Energy Commission of February 25 was made which provided 
$200 per kilowatt construction, approximately. Then that was re- 
studied by various people, and then later another proposal was made, 
and I think this letter must refer to the second proposal. 

Mr. Dean. It refers to the same interest cost, but as I said earlier 
we have searched our files; there is no written communication to 
Mr. Dixon from the First Boston Corp. prior to the time that he 
sent his letter of February 25. The first written communication from 
the First Boston Corp. to Mr. Dixon is this letter of April 14, 1954. 
I said I did not exclude—I do not say that it happened—lI say I do 
not exclude it as a possibility. 

Senator Keravver. Yes, all right. 

Mr. Dean. The draft of February 24 was handed to Mr. Dixon. 

Senator Keravuver. Do you have anything else now ? 

Mr. Dean. I just wanted to report that you, also—— 


Senator O’Manonery. May I ask a question before he goes to the 
next exhibit ? 


Senator Keravuver. Yes. 

Senator O’Manoney. I note, Mr. Dean, this appears to be a carbon 
copy of the letter of April 14. 
ann Dean. That is correct, sir. That is the First Boston Corp.’s 

e copy. 

Seaaee O’Manoney. You testified that the date of April 14 in the 
second line was in error. 

Mr. Dean. Yes, sir. It should be April 10. 

Senator O’Manoney. But there is no indication on this carbon 
copy that there was any change upon the original. 

Mr. Dean. No, sir; no, sir. 

Senator O’Manoney. Was the original sent out April 14? 

Mr. Dean. The original was sent out April 14. 

Senator O’Manonrey. Who made the error, and did it have any 
significance ? 

Mr. Dean. No, sir. I do not think it had any significance. I sim- 
ply was calling it to the attention of the committee so that there 
would not be any confusion, that that letter referred to the proposal 


dated April 14, which you would not find, but you would find a pro- 
posal date of April 10. 


Senator O’Manony. I see. 

Mr. Keerre. There were 2 proposals by Dixon-Yates, 1 was Feb- 
ruary 25 and the second was April 10. 

Mr. Dean. Yes. 

Mr. Keerre. And this letter backs up the April 10 proposal ? 

Mr. Dean. Yes. 

Senator Keravuver. All right. 

Mr. Dean. The third 

Senator Kerauver. Have we marked this exhibit? 

Mr. Keerre. Yes. 

Mr. Dean. The third thing you asked us to produce, Mr. Chair- 
man—you or Mr. Keeffe—was any correspondence there may be with 
the institutional investors and banks, transmitting to them either 
exhibits 1, 2, or 3, introduced into evidence yesterday, or any addi- 
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tional supplemental material relating to the Mississippi Valley Gen- 
erating Co. project. 

Mr. Miller is in New York today, going through our files, and as 
soon as we have assembled that material we will make an appointment 
with Mr. Keeffe and go over it with him, if that is satisfactory. 

Senator Kerauver. That is satisfactory. 

Senator O’Manoney. When you speak of “our files,” whose files do 
you mean? 

Mr. Dean. The First Boston Corp. files. 

Senator Krravver. Is that all? 

Mr. Dean. That is all, Mr. Chairman. 

Senator Keravver. Mr. Dean, while we are at it, I noticed in several 
places the name of Mr. Raben, R-a-b-e-n ? 

Mr. Dean. R-a-b-e-n. 

Senator Keravuver. What is his first name? 

Mr. Dean. John. 

Senator Kreravuver. Is he now a partner in Sullivan & Cromwell? 

Mr. Dean. Yes, he is. 

Senator Krravuver. Is he the partner whose statement you repeated 
yesterday ? 

Mr. Dean. Yes, sir. 

Senator Krrauver. Relative to a conference on February 26? 

Mr. Dean. That is-correct, Senator. 

Senator Kerauver. And did you have memoranda to fix the date, 
or did he have momoranda to fix the date of February 26? 

Mr. Dean. We have our entries in Sullivan & Cromwell’s files of 
Mr. Raben’s entries on that date to fix the date of February 26. 

Senator Kerauver. Very well. 

Senator Lancer. May I ask a question ? 

Senator Kerauver. Senator Langer, yes. 

Senator Lancer. How many partners are there in Sullivan & 
Cromwell ? 

Mr. Dean. 28, Senator. 

Senator Lancer. How many lawyers do you have working for you? 

Mr. Dean. There is a total of 88 lawyers in the organization, in- 
cluding the 28 partners. 

Senator Lancer. How many of them worked on this matter that 
we are discussing here ? 

Mr. Dean. We never worked on this matter at all, other than to 
give the First Boston Corp. advice with respect to this particular mat- 
ter. We were not counsel on the direct placement, nor were we 
counsel for the company. 

Senator Lancer. How many lawyers got together and gave this 
advice ? 
oh. Dean. Mr. Raben, another partner, William Foshay, and my- 
self. 

Senator Lancer. The three of you? 

Mr. Dean. The three of us; yes, sir. 

Senator Lancer. The three of 7 formulated this letter, this let- 
ter that we have in evidence here? 

Mr. Dean. Which letter is that? 

Senator Lancer. What is the number of that ? 

Mr. Dean. No, sir; we had nothing to do with the preparation of 
that letter, the letter of May 6. 
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Senator Lancer. I refer to the letter that we have in evidence here. 

Mr. Dean. The letter of May 6—no one in Sullivan & Cromwell, 
except myself, had anything to do with the letter of May 6, 1955. I 
personally drafted that letter. 

Senator Lancer. I mean the letter where you said you did not have 
any fee because it was a matter of public interest. 

Mr. Dean. No partner with the exception of myself. 

Senator Lancer. Who did you discuss it with ? 

Mr. Dean. I discussed it with Mr. George Woods of the First Bos- 
ton Corp., Mr. Duncan R. Linsley of the First Boston Corp., and Mr. 
Paul Miller of the First Boston Corp., and no one else. 

Senator Lancer. How long did it take you to draw up that letter— 
how many days did you work at it? 

Mr. Dean. I should say that it took all of 5 minutes, Senator. 

Senator Lancer. All of the discussion—you did it in 5 minutes? 

Mr. Dean. Yes, sir. 

Senator Lancer. Is that right? 

Mr. Dean. Yes, that particular letter, I think, took 5 minutes. 

Senator Lancer. You mean the actual typing of it—how long did 
you discuss it? 

Mr. Dean. I do not—Mr. Woods had discussed this matter with 
me all the day of February the 12th, following Senator Hill’s state- 
ment in the Senate, and on that particular day, the day we drafted the 
letter of May the 6th, I do not think we were together in the aggregate 
over 15 minutes. 

Senator Lancer. This is very important—you regard this as a very 
important letter, is that not true? 

Mr. Dean. Yes, sir. 

Senator Kerauver. Let the record show that the distinguished 
chairman of the full committee and of the Monopoly and Antitrust 
Subcommittee, Senator Kilgore, is present. 

Senator O’Manoney. I wonder, Mr. Dean, if it took only 5 min- 
utes to write this letter, I wonder if the First Boston Corp. did not 
have on its secretarial staff a young woman capable of writing this let- 
ter without any consultation with the law firm of Sullivan & Cromwell ? 

Mr. Dean. So far as the mechanics, I am sure of that, that the 
young women on our staff could have done far better than I could. 

Senator O’MaHonry. What was the necessity of consulting you 
and getting you to write this letter ? 

Mr. Dean. Senator, I have been counsel for the First Boston Corp. 
since its inception. I was counsel for one of the firms that went into 
it since 1923. 

I work daily with various officers of the First Boston Corp. I do 
not suppose there is a day that they do not consult me, maybe 15 or 
20 times. 

Senator O’Manoney. As Mr. Miller said, “at the drop of a hat.” 

Mr. Dean. When a client calls me up, I do not argue with him as 
to why they retain me. I go. 

Senator O’Manoney. When they came to you to get you to write 
a letter that took only 5 minutes of your time, did you not ask any 
questions about the reason of writing that letter? 

Mr. Dean. Mr. Woods had told me in June of 1954 that he had 
decided that the First Boston Corp. was not going to take any fee 
in this matter. 
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Senator O’Manoney. In June? 
Mr. Dean. In June of 1954. 
Senator O’Manoney. Getting along further all of the time. 

Mr. Dean. And February 12, 1955, which I think was the day 
following the speech of Senator Hill, that he made in the Senate, Mr. 
Woods and I spent most of the day discussing this matter. 

Senator O’Manonery. You are the same Arthur Dean who went to 
Panmunjom at the request of John Foster Dulles to negotiate the 
treaty with the Red Chinese on a cease-fire ? 

Mr. Dean. I am. 

Senator O’Manonry. Why does it happen that a man of such dis- 
tinguished capacity is retained by the First Boston Corp. to do a 
secretarial job of 5 minutes ? 

Mr. Dean. I am the general counsel for the First Boston Corp., 
Senator O’Mahoney, and I am consulted by the officers and the di- 
rectors, and I said earlier I do not argue with clients that wish to 
retain me. 

Senator O’Manoney. Here is a firm with 88 lawyers, and the First 
Boston Corp. goes to you to have a 5-minute secretarial job done. 

Mr. Dean. May I 

Senator O’Manonery. Certainly, there must have been something 
in this? 

Mr. Dean. May I say something to you, sir? 

Senator O’Manoney. Why, of course, I would like to have you say 
“something.” 

Mr. Dean. Mr. George Woods started out with the old firm of Har- 
ris, Forbes & Co. as an office boy, in 1918. Then he went to night high 
school, and then to night college. 

I started in with the firm of Sullivan & Cromwell as a law clerk 
in 1923. 

Mr. Woods was just beginning to work on bond issues, as I was 
We formed a «reat friendship and affection for each other , and we 
worked together almost every day from that time on. 

We are very close personal friends. We see each other a great deal. 

And there are very few things Mr. Woods and I do not discuss. 

Mr. Woods called me up and said that he wanted me to write a 
letter for him. I went over and I drafted the letter. As I say, it 
took all of 5 minutes, and I left. 

Senator O’Manonry. Do you have any idea at all—this is the 

“something” that I would like to get you to say to us—do you have 
any idea at all of why Mr. Woods, who had made this great progress 
from office boy to one of the principal executives of this First Boston 

Corp. dealing in securities worth millions of dollars, consulted you 

to write a letter for him that could be written in 5 minutes? 

Mr. Dean. I have an idea 

Senator O’Manoney. Would you care to tell us? 

Mr. Dean. Yes. The First Boston Corp. had told Mr. Hallingby 
and had told Mr. Dixon that they would not accept a fee. Mr. Dixon, 
apparently, was unwilling to accept the decision of the First Boston 
Corp. 

Mr. Woods decided, I believe, on May 25, that the First Boston 
Corp. would not accept a fee. 

Senator ANDERson. What date? 

Mr. Dean. May 25. 
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Senator Anperson. In 19542 

Mr. Dean. And had so advised Mr. Linsley. 

Mr. Kerrre. This is Woods to Linsley on May 25, 1954? 

Mr. Dean. Yes. Mr. Woods told Mr. Linsley and Mr. Miller 
repeatedly that the First Boston Corp. would not accept the fee, 
and Mr. Dixon repeatedly raised the question as to whether they 
would not. 

_ Mr. Woods said to me, “I want you to put it in clear, unequivocal, 
incisive language that anyone can understand that First Boston will 
not take a fee, period.” 

Senator O’Manonery. You say that Mr. Dixon repeatedly raised 
this question ? 

Mr. Dean. So I was informed by Mr. Woods. 

Senator O’Manoney. Do you know through what period he con- 
tinued to raise the question ? 

Mr. Dean. I assume from the summer of 1954. 

Senator O’Manoney. Wait a minute now. You are being advised 
by your associate. 

« Mr. Dean. I assume from the summer of 1954 or from the time 
Mr. Miller advised Mr. Hallingby in November of 1954 that the 
First Boston could not take a fee, until Mr. Dixon again raised the 
question prior to the time that he testified before the Securities and 
Exchange Commission in, I believe, May of 1955. 

Senator O’Manoney. Do you have any idea that Mr. Dixon was 
under such a feeling of indebtedness to the First Boston Corp. and 
its officers and its agents that he felt it would be wrong if a fee 
were not paid and that he kept urging that it should be paid, a job 
was done? 

Mr. Dean. I do not know, Senator. During this entire period I 
never saw Mr. Dixon. I never discussed the matter with him. 

Senator AnpDERsON. The First Boston Corp. refused to take a fee 
because this work fell within the category of public interest, and 
Mr. Dixon kept insisting that you do take one. Could that be con- 
strued as his feeling that it did not fall within the public interest ? 

Mr. Dean. I do not know, Senator. I never talked, discussed this 
matter with him. I never heard him say anything about it. Mr. 
Woods told me in early June 1954, that as a matter of policy he had 
decided as chairman of the First Boston Corp. that they would not 
take any fee for their services. 

Mr. Kererre. Do you have the date of that? 

Senator Krerauver. Senator Kilgore, you have a question to ask? 

Chairman Kircore. I want to get into this question of a fee. What 
was the fee to be paid for? 

Mr. Dean. The fee to be paid to the First Boston Corp. as an 
agent for the placing of the bonds and the bank loans with the insur- 
ance companies and the commercial banks. 

Chairman Kircorr. By fee, then, does that exclude commissions? 

Mr. Dean. On a direct placement, sir, there are no commissions, 
except a flat fee for the services, paid to the lenders who are acting 
as agents in the direct placement action. 

Chairman Kireore. Is that the customary way for the First Boston 
Corp. to do business ? 

Mr. Dean. Yes, sir. 

Chairman Kircore. No fee is charged ? 
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Mr. Dean. When you place securities for direct investment or 
direct placement to the investors in terms of the Securities Act of 
1933 you are not required to file a registration. Therefore, the 
obligor on the securities and the bankers, the obligors who are issuing 
the securities, pay the bankers who do the work in connection with 
the direct placement fee, in an amount agreed to. 

Chairman Kircore. That was not my “question. Was that the cus- 
tom of the First Boston Corp. in doing this work without charging 
a fee? I would like to know what happened. 

Mr. Dean. I cannot tell you that of my own knowledge. Mr. 
Miller, who was here yesterday, who is a vice president, an ‘assistant 
vice president of the First Boston Corp., testified he knew of no other 
instance within the realm of his personal knowledge. I am not an 
officer of the First Boston Corp., so I cannot answer. 

Senator Anprerson. The First Boston Corp. did charge a fee on 
the OVEC financing. Is it to be concluded that it did not regard the 
OVEC financing as falling within the public interest ? 

Mr. Dean. No, sir. 

Senator AnpEerson. Must there not be some consistency here about 
it? They had no compunction whatever about charging the OVEC 
matter, which was a combination of private power companies supply- 
ing energy to the atomic-energy installation. They did not charge a 
fee, and you say now that he went aw ay back into March, although 
the testimony the other day of July seemed to go back quite a ways 
but now he claims, or decides, he does not want to charge a fee. How 
can one fall within the public interest and the other ‘not? And he 
only announced it publicly when Dixon and Yates had been subpenaed 
to come before this group, Mr. Dean. He does it on the very day that 


they are going to testify, contrary to what he did previously. He 
could not have forgotten, because he had not finished the OVEC plan 
until 1953. 

Mr. Dean. The written minutes of the First Boston, the executive 
committee of the First Boston Corp., which are in evidence here, show 
that in October of 1954 the First Boston Corp., in line with the A yap 


ous discussions of the executive committee, decided that they would not 
take a fee in the Mississippi Valley Generating matter. 

The Ohio Valley matter was never discussed with me at any time. 
I never discussed it in any way, shape, or form with anyone at the 
First Boston Corp. 

Senator ANperson. The OVEC transaction was three times the 
size of this one. They never consulted you on the OVEC transaction. 
And they were consulting you on this one. What happened? 

Mr. Dean. I think one of the reasons is perhaps they did not con- 
sult on the Ohio one was that I was in Korea. 

Senator AnpErson. You were not there all of that time, Mr. Dean. 
The Mississippi Valley generating bank credit agreement—I had the 
insurance agreement a “moment “ago—I think Senator O° Mahoney 
borrowed it for a minute. 

Senator Kreravuver. Let us get it back, the insurance agreement. 

Senator Anprerson. I can cover it from this, because the same lan- 
guage is in this. 

Page 803 says, 

Correctness of memorandum. The statements contained in the memorandum 
are true and correct and do not omit any material facts necessary to make such 
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statements not misleading and shall be deemed to constitute representations and 
warranty by the company as here set forth at length. Provided however that 
prior such statements relate to capital requirements or the cost of facilities de- 
scribed therein and to estimates of the results of future operations of sponsoring 
companies or subsidiaries thereof represent only that it is not inconsistent with 
such statements. 


Then item “K,” the definition says: 


The term “memorandum” shall mean the memorandum of Ebasco Services, 
Inc., dated April, 1955, a copy of which has been delivered to the bank. 

I asked Mr. Miller yesterday did anybody else other than themselves 
participate in the financing, and he said no. I told him or I asked the 
question, so if the financing charge showed up, it had to be where it 
was. I call your attention to the memorandum, page 12, where it 
sets forth 

Senator Krrauver. This is the Ebasco memorandum ? 

Senator Anprerson. The Ebasco memorandum, exhibit No. 14, at 
page 12, where there is an asterisk after the figure $345,000. We have 
had this figure before in the committee, and I have been searching for 
it ever since through these books. It is also in there, but I cannot 
find it. And the asterisk says: 

This figure consists of estimated requirements for organization and financing 
expense. 

If in May of 1954 Mr. Woods had decided there would be no fee and 
if in May he told the Mississippi Valley Generating Co. there would 
be no fee, if in July there was some formal recognition of it, that there 
would be no fee, and if in October there was a memorandum, why, 
in April 1955 did they list financing and expense? 

Mr. Dean. I am not a member of the Ebasco organization. And I 
had no hand in preparing that memorandum. I never saw it before 
I handed it to the committee this morning, but I would assume under 
that contract it provided that the banks are going to be represented by 
the Wilkie-Owens firm, and that they have got to pay lawyers’ fees, 
original stamp taxes. 

Senator ANperson. You are familiar with the contract—that is all 
covered in the contract—that is no part of the financing. 

Mr. Dean. I cannot answer your question because I do not know. 

Senator Anpverson. I will have to ask it of other people because 
somebody must know why they put in the fee for the First Boston 
Corp. in their financing. 

Senator Keravuver. I think at this point it would be well to ask 
Mr. Dean if he knows of Tony Seal, of the Ebasco, helped prepare 
this memorandum, exhibit No. 14, or if he knows who prepared it? 

Mr. Dean. No, sir: I do not. 

Senator Gore. Mr. Dean, did I correctly understand you a few 
moments ago that following the speech by Senator Lister Hill on 
the floor of the Senate, Mr. Woods spent the entire day with you 
conferring on this matter ¢ 

Mr. Dean. It was either the day following or 2 days following— 
I am not certain it was precisely the day following, but the day I 
conferred with Mr. Woods was on February 12. 

Senator Gorr. On February 12? 

Mr. Dean. Yes, sir. 
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Senator Gore. Mr. Chairman, will you direct some staff of the 
committee to ascertain the exact date Senator Hill addressed the 
Senate ? 

Senator Keravuver. I would like to pursue that matter with you 
now, Mr. Dean. 

Senator Gore. I would like to ask another question. 

Senator Krrauver. Yes. 

Senator Gore. Would you care to inform the committee as to the 
relative importance which you as counsel for the First Boston attach 
to these 3 reasons officials of the company have given for the relin- 
quishing of fees: (1) Being public interest; (2) being the possible 
effect upon fees for future clients; (3) the removal of suspicion 
because of the dual role of Mr. Wenzell in this matter ? 

Mr. Dean. No, sir; I would not care to try to evaluate Mr. Linsley’s 
testimony. 

Senator Gore. Would you inform the committee as to the relative 
importance you attach to the three with respect to your advice to 
the company ? 

Mr. Dean. Well, at the time I gave that advice I did not know of 
Mr. Linsley’s testimony which did not take place until May of 1955, 
and I did not attempt in my own mind to evaluate the three reasons. 
In fact, the only reason that I had in my mind at the time was the 
fact that the officers of the First Boston Corp. had told me that they 
thought that they had made Mr. Wenzell available in the public 
interest and, therefore, they thought what they were doing for the 
Mississippi Valley Generating was in the public interest, and they 
had decided as a matter of policy not to take a fee. 

Senator Gore. If you do not care to evaluate the relative importance 
of the three, will you indicate whether or not you advised the company 
that it should not accept the fee in part because of the suspicions that 
had been raised ? 

Mr. Dean. No, sir; I never gave any such advice to the company, 
and that question was never raised with me—Mr. Woods did not ask 
for my advice—he had the conversation with me in June of 1954. He 
simply said to me, “We have decided as a matter of policy we are not 
going to take any fee.” 

Senator Gore. Upon what subject did you and Mr. Woods spend the 
full day in discussion following Senator Hill’s speech? 

Mr. Dean. We read the speech, and we were surprised at the tone of 
it. We were surprised that there was all of this suspicion about it, 
because we thought at that time that everybody had known about the 
situation. 

Senator Gorr. Were you aware of the fact that the chronology sup- 
posedly representing the complete story released by the Bureau of 
the Budget and the Atomic Energy Commission had omitted any ref- 
erence whatsoever to either the First Boston Corp. or to Mr. Wenzell 
or to Mr. Miller? 

Mr. Dean. We discussed that question, and we discussed the ques- 
tion as to whether or not we should not call that to the attention of the 
Bureau of the Budget, which I believe we did. I cannot tell you that 
of my own knowledge, but we did discuss the fact that it seemed appro- 


priate to us to call the attention of the Bureau of the Budget to that 
omission in the chronology. 
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Senator Gore. Would you mind searching your files and furnish- 
ing this committee whatever memorandum, copies of letters, commu- 
nications, or evidence of telephone calls or personal conversations by 
which officials of the First Boston Corp. did or did not so advise the 
Bureau of the Budget ? 

Mr. Dean. I have nothing in our files—I know it, because I never 
had any conversation on this matter except with Mr. Woods and Mr. 
Coggeshall on the 12th of February, and this very short talk on the 
6th of May. 

Senator Gore. It is your clear recognition that it occurred to you 
and Mr. Woods, and that it was discussed between you, that a relevant 
matter had been omitted from the record, and that it occurred to you 
as counsel that the First Boston Corp. could properly advise the 
Bureau of the Budget of this omission ? 

Mr. Dean. Yes—no question about it. 

Senator Gore. In this all-day discussion, part of which you have 
said was about the suspicions of which Senator Hill had spoken, what 
br eo did you express to Mr. Woods with respect to the advisability 

charging a fee? 

Mr. Dean. That subject was never discussed at the meeting of 
February 12, 1955, because Mr. Woods had told me in June of 1954 
that the Fir st Boston Corp. had decided as a matter of policy they 
were not going to charge a fee. That subject was never discussed 
again until I was called over on May 6, and asked to draft a letter 
to Mr. Dixon. 

Senator Gorr. What time of day did you and Mr. Woods meet 
on this day of your full discussion ? 

Mr. Dean. It was a holiday, and I think I had been up working 
on a matter quite late the night before, and I think I begged off until 
about 11 o’clock in the morning. 

Senator Gore. When did he contact you asking for the conference? 

Mr. Dean. Well, my recollection is that he telephoned me at my 
home and asked me whether or not I would be available to meet with 
him the next day. 

Senator Gore. Was it in the afternoon or the evening? 

Mr. Dean. I cannot tell you you what time they telephoned to me, 
Senator. I believe when I got home my wife gave me the message. 

Senator Gort. Do you know whether or not the call had come 
to you or to your home at an hour immediately following the deliv- 
ery of the release by Senator Hill? 

“Mr. Dean. No, I cannot tell you anything about that. All I know 
is I got home very late. 

Senator Gorr. What did Mr. Woods say to you when he reached 
you on the telephone? 

Mr. Dean. He did not reach me on the telephone. When I got 
home very late that night I found that someone, I do not know who, 
had telephoned my wife, and had asked me if I could meet with Mr. 
Woods the next day. 

Senator Gore. To whom did you talk when you say you begged 
off from an early hour? 

Mr. Dean. I think I will have to refresh my recollection on this. 
I think my wife telephoned Mrs. Woods in the morning to say that 
1 wanted to sleep late and that I wanted to come in at ‘11 o'clock. 
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Senator Gore. Do you recall the hour which Mr. Woods or Mrs. 
Woods had suggested upon which he would like to meet you? 

Mr. Dean. Y es, it was around 9: 30. 

Senator Gore. You did not talk to Mr. Woods on the telephone or 
otherwise until you met him at your office or at his office at 11 o’clock? 

Mr. Dean. At his apartment. 

Senator Gore. At his apartment? 

Mr. Dean. Yes; it wasa holiday. 

Senator Gorr. What did he first say to you? 

Mr. Dean. I have no specific recollection of the precise chronology 
of it other than the fact that we looked at the text of Senator Hill’s 
speech in the New York Times, and we expressed surprise at the facts 
stated in the speech and the general tone and tenor of the speech. 

Senator Gorr. Why were you surprised, Mr. Dean? 

Mr. Dean. Well, it was the first time I think anyone in the First 
Boston Corp. had ever thought that there was anything secret about 
the matter. 

Senator ANDERSON. Were you not really surprised 

Mr. Dean. No, sir; we thought 

Senator AnDerson. They had found it out ? 

Mr. Dean. We thought it was public knowledge. 

Senator Anperson. They had not allowed his name to be used in a 
single dispatch—they had never allowed the First Boston to be men- 
tioned. All through the hearings when we tried to find out who the 
agent was, what the financing company was, absolute silence—not a 
word as to what the company was. And you were really surprised ? 

Mr. Dean. No, sir; we were not. This question of hiding the name 
of the First Boston Corp. or hiding Mr. Wenzell was something 
which had been widely discussed and which we had—or, at least, the 
First Boston Corp. had never at any time attempted to conceal. We 
thought it was a matter of public knowledge. 

Senator Anperson. When the chronology came out and did not 
contain his name, did the First Boston Corp. think it had any ethical 
obligation to circulate his name and say, “This chronology is not 
complete. We had a finger in the pie all the way through.” 

Mr. Dean. I believe that was called to the attention of the Bureau 
of the Budget, Senator, but I cannot tell you that of my own knowl- 
edge. 

Senator Gorr. Can you ascertain that information in any way ? 

Mr. Dean. Mr. Wenzell is going to be a witness here this morning, 
and I would suggest that you ask him that question. 

Senator Gorr. Mr. Chairman, at this point I would like to inquire 
if the staff of the committee has ascertained the date upon which 
Senator Hill delivered his speech? 

Senator Krrauver. Yes, sir; we have that. And I would like to 
ask Mr. Dean 2 or 3 questions about it, to make certain, if I can. 

- - are quite sure, Mr. Dean, that this was Saturday, February 
9 

Mr. Dean. Mr. Dooling says Washington’s Birthday, the 22d, 
rather than Lincoln’s Birthday, the 12th. 

Senator Kreravuver. Do you not have some memorandé are 
testifying about it quite definitely. 
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Mr. Dean. No; I have no memoranda on it. I prepared no mem- 
oranda on it at the time, but if you want me to, I will be glad to check 
my diary on it. 

‘Senator Kerauver. What made you think it was the 12th? 

Mr. Dean. It was a holiday. It w as a holiday in February. 

Senator Kerauver. February 12th, Saturday, was a holiday. That 

vas Lincoln’s Birthday. 

Mr. Dean. It was either Washington’s Birthday, or Lincoln’s 
Birthday. I can verify it in my diary for you. I cannot recall now 
whether it was Lincoln’s or Washington’s Birthday, except I know 
it was a holiday. 

Senator Krerauver. Washington’s Birthday—what day of the week 
was that? 

Mr. Keerre. It was Tuesday. 

Mr. Dean. According to this, according to this, the 22d was a 
Tuesday. 

Senator Kerauver. Anyway, the day you met with him, Senator 
Hill has made his speech the day before ? 

Mr. Dean. Senator Hill put his speech into the Record on Friday, 
which would have been February 18. 

Senator Krrauver. Are you sure you read Senator Hill’s speech? 

Mr. Dean. Yes; I read it in the Times. 

Senator Krerauver. You had that speech at the conference? 

Mr. Dean. Sir? 

Senator Kerauver. You had that speech when you had a conference 
with Mr. Woods? 

Mr. Dean. We had the text in the Times; yes, sir. 

Senator Kerauver. Will you check and see for sure whether that 
was February 12 or February 22? 

Mr. Dean. Surely, I will be glad to. 

Senator Kerauver. That you had this conference? 

Mr. Dean. Yes. 

Senator Krrauver. Did Mr. Woods tell you about having heard 
anything about this from the Bureau of the Budget ? 

Mr. Dean. No, no. 

Senator Krrauver. About a letter from Mr. Hughes to Senator 
Hill; was that discussed ? 

Mr. Dean. I do not have the text of Senator Hills’ statement be- 
fore me, but if I am not mistaken that letter from Mr. Hughes, of the 
Bureau of the Budget, to Senator Hill was referred to in Senator 
Hill’s speech. I do not have the text of Senator Hills’ speech here. 
We could easily check that. 

Senator Krrauver. The speech was on February 18, which was a 
Friday, before the 22d. Will you check and see when it was? 

Mr. Dean. Mr. Wenzell tells me that he thinks my recollection is 
wrong; that he thinks we met on Saturday morning. 

Mr. Keerre. The 19th? 

Mr. Dean. The 19th. 

Senator Gore. May I proceed? 

Senator Keravuver. Yes. 

Senator Anperson. Could it be in the record either Lincoln’s Birth- 
day or Washington’s Birthday, or the 19th? 
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Senator Krravuver. We seem to get a different date, but it seems to 
have been a matter of great urgency, because he wanted to see you, 
whether it was a holiday or not. 

Mr. Dean. If it was a Saturday, I would be very glad to check it. 

I am willing to accept Mr. Wenzell’s memory on it. He says it was 
Saturday the 19th. 

Senator Keravuver. Very well, you check and see what date the 
conference was. That is a rather important matter. Senator Gore 
has some questions to ask. 

Senator Gorr. At what time of day did the conference between you 
and Mr. Woods terminate 4 

Mr. Dean. To the best of my recollection, Senator, it was some- 
where the middle of the afternoon. 

Senator Gore. Would you say 3: 30 or 4 o'clock ? 

Mr. Dean. I think it was somewhere between 3 and 3:30. 

Senator Gore. Then from 11 to, say, 3:30, 414 hours. you and Mr. 
Woods discussed this matter ¢ 

Mr. Dean. Mr. Woods, Mr. Coggeshall, Mr. Wenzell, and myself. 

Senator Kerauver. Let us get the record on it, who was there? 

Mr. Dean. Mr. Woods, Mr. Coggeshall. 

Senator Keravuver. Is he the president of the First Boston ? 

Mr. Dean.. He is the president of the First Boston Corp. 

Senator Kerauver. Let us get the others who were there, Senator 
Gore. 

Mr. Dean. Mr. Woods, Mr. Coggeshall, Mr. Wenzell, and myself. 

Senator Krrauver. Did they all come at the same time ? 

Mr. Dean. You better check with Mr. Wenzell, but my recollection 

that he came in somewhat later than I did. 

Senator Krerauver. Proceed. 

Senator Gorr. Was Mr. Coggeshall there upon your arrival ? 

Mr. Dean. Yes; he was. 

Senator Gore. Do you know if Mr. Wenzell, upon arriving late, 
had come from Washington, or was he already in New York? 

Mr. Dean. I do not know that, Senator. 

Senator Gore. At the inception of the conversation did you raise the 
subject of Senator Hill’s speech, or did one of the other gentlemen ? 

Mr. Dean. My memory is not that precise. We discussed Senator 
Hill’s speech, and we read the text of it. 

Senator Gore. Mr. Dean, I think every member, not only of this 
committee, but of the United States Senate, and all citizens of America, 
regard you as a man of eminent ability. 

Mr. Dean. Thank you. 

Senator Gore. You spent 414 hours on a very important discussion 
involving one of your principal clients who had been your client for 
a long time. 

Mr. Dean. That is correct. 

Senator Gore. I want you to reconstruct insofar as you can in your 
memory the conversation, the substance, and insofar as you can, the 
details of this 414-hour conversation. 

Mr. Dean. The conversation related primarily and in substance to 
the text of Senator Hill’s remarks. It also related to whether the First 
Boston Corp. should issue any statement about it. And we worked 
on a text of a statement which I have here. 

Senator Gore. Was this statement released publicly ? 
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Mr. Dean. Yes; it was 

Senator Gore. Would you read it? 

Mr. Dean. Yes. | Reading:] 

Referring to a speech— 

Senator Gore. Give the date on it. 

Mr. Dean. February 21, 1955. 

Senator Gore. Was that the date of your conference—was this 
statement issued immediately following your conference, or the follow- 
ing day? 

Mr. Dean. I understand, Senator, I will have to check the date for 
you that Mr. Coggeshall had a press conference. He had this state- 
ment with him on “Monday —on Monday, the 21st. 

Senator Gore. Would not that fix then the date of Saturd: ay as the 
meeting ? 

Mr. Dean. Yes; it would fix the day of Saturday as the meeting. 

Mr. Keerre. The 19th. 

Mr. Dean. Wait just a minute. Saturday the 19th? 

Senator Gore. Then it is fixed—having refreshed your memory— 
that the conference took place on the day immediately following the 
speech of Senator Hill ? 

Mr. Dean. Yes; I remember very clearly that it was the day imme- 
diately following the speech of Senator Hill. Obviously, that wa 
Saturday, February 19. 

Senator Gore. There is no further question in your mind as to 
the date of this meeting? 

Mr. Dean. No: none whatsoever. 

Senator Gore. Then the sequence is Senator Hill’s speech (1), the 
call to your apartment by Mr. Woods (2). 

Senator Kerauver. The call was that same night, the 18th. 

Senator Gore. I believe you testified that the all came some time 
in the afternoon to your apartment ? 

Mr. Dean. No; I live in Oyster Bay and when I got home that 
night it was quite late. I found a note by the telephone from my 
wife saying that someone had called—haven’t the slightest recollec- 
tion who—saying Mr. Woods would like me to come to ) his apartment 
in New York City the following morning at 9: 30. 

Senator Gorr. There was no discussion—y ou have no knowledge as 
to what time of day that call came in? 

Mr. Dean. None whatsoever. 

Senator Gore. In any event, the following day was the day of the 
conference ? 

Mr. Dean. Yes; I am quite—very sure. 

Senator Gore. The press release which you are about to read was 
prepared at the conference? 

Mr. Dean. Yes. 

Senator Gorr. Did you dictate the press release? 

Mr. Dean. No; I did not. 

Senator Gore. Who prepared it? 

Mr. Dean. Mr. Coggeshall. 

Senator Gore. In your presence? 

Mr. Dean. Yes. 

Senator Gore. Did you advise as to its contents? 

Mr. Dean. I certainly did. 
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Senator Gore. Will you read it? 

Mr. Dean. Yes. 

Senator Krrauver. First, let us make that an exhibit. We had 
called for that. That will be exhibit No. 17. Let it be so marked. 

(The press release was marked as “Exhibit No. 17,” and will be 
found in the files of the subcommittee. ) 

Senator Kerrauver. You have the press release. Suppose you 
read it. 

Mr. Dean. This is not complete. This is part of this same thing. 

Senator Gorr. Have the complete copy read. 

Mr. Dean. This was a memorandum from the First Boston Corp. 
to all officers of the First Boston Corp., dated February 21, 1955, 
referring to a speech which Senator Hill, of Alabama, put into the 
record on Friday: 

I am sure all of you saw reference to Mr. Wenzell and the First Boston Corp. 
Since that time we have read in detail all comments made by Senator Hill. In 


the event of our being asked by any newspaper for comments, I will make the 
following statement: 


The services of our vice president, Mr. Adolphe H. Wenzell, were made avail- 
able to the Bureau of the Budget between May 1953 and March 1954. We were 
asked to advise and assist in the financing of the Mississippi Valley Generating 
Co. early in 1954. We agreed and the needed financing was subsequently 
arranged. 

Neither the First Boston Corp. nor Mr. Wenzell received a fee from the Bureau 
of the Budget, nor are we to be paid for services in connection with the generat- 
ing company financing. 

There is nothing in what Senator Hill has said which has not long been known 
in Government, financial, and utility circles. 

I understand 

Senator Gore. Does that finish the reading ? 

Mr. Dean. Yes, sir. 

Senator Kerauver. There issome memorandum at the bottom. Let 
us read that, too. 

Mr. Dean. Mr. Coggeshall 

Senator Gore. Do you mind reading the footnote? 

Mr. Dean. Yes. I think this was used by Mr. Coggeshall as a 
scratch pad. It reads, “We bought on our” 

Senator Gore. Is that a confidential matter, that does not pertain to 
this issue? 

Mr. Dean. It is not confidential. It is a scratch pad, which you 
can see that somebody wrote down they bought something else. 

Senator Gorr. I would not want it, if it is some confidential matter, 
not relating to this matter. 


Mr. Dean. I think it reads, “We bought our $100,000 Pacific Gas & 
Electric 3’s at 74, and traded $100,000 others. We can offer additional 
bonds in good size at 9914. Please advise any interest.” 

Senator Gore. Does that relate in any manner to this question ? 

Mr. Dean. No; I do not think so. 

Senator Gore. Mr. Dean, would you say, then, that this official 
statement agreed upon in this all-day conference is correct when it 
says: 


The services of our vice president, Mr. Adolphe H. Wenzell were made avail- 
able to the Bureau of the Budget between May 1953, and March 1954. We were 
asked to advise and assist the financing of the Mississippi Valley Generating 


Co. early in 1954. We agreed. And the needed financing was subsequently 
arranged. 





POWER POLICY 189 


Is it your impression that that is a correct statement ¢ 

Mr. Dean. Yes. It depends entirely on what interpretation you 
want to put upon “early.” I think the actual definitive retention of 
the First Boston Corp. in the Mississippi Valley Generating matter 
was some time between May 10 and May 20. 

Senator O’Manonry. What year? 

Senator Krrauver. Senator O’Mahoney asked what year. 

Mr. Dean. 1954. I beg your pardon. 

Senator Gorn. To the best of your recollection from this conference, 
Was it the consensus that Mr. Wenzell, vice president of the First Bos- 
ton Corp., had the specific function of advising the Bureau of the 
Budget with respect to “advise and assist in the financing of the 
Mississippi Valley Generating Co.’ 

Mr. Dean. No. I think the re refers to the First Boston Corp. 

Senator Gore. Well, just who in the First Boston Corp. was to 
serve as an adviser to the Bureau of the Budget ? 

Mr. Dean. Only Mr. Wenzell. 

Senator Gore. Was he then to advise—is he the person who was 
assigned by the First Boston Corp. to advise the Bureau of the space 
upon “the financing of the Mississippi Valley Generating Co. 

Mr. Dean. I believe that “we were asked to advise and assist’ ‘bios 
to the First Boston Corp. being asked to advise and assist. It means 
th: “ we were asked to advise the Mississippi Valley Generating Co. 


nator Gore. I will read the previous sentence, to refresh your 
nnianiie. 


The services of our vice president, Mr. Adolphe H. Wenzell, were made avail- 
able to the Bureau of the Budget between May 1953, and March 1954. 


And the following sentence: 


We were asked to advise and assist in the financing of the Mississippi Valley 
Generating Co. early in 1954. 

Mr. Dean. Yes, sir; I think that means then the First Boston Corp. 
was asked to advise and assist in the financ ing of the Mississippi Val- 
ley Generating Co. early in 1954 by the Mississip pi Valley Generating 
Co. 

Senator Gore. You draw a clear distinction, do you—do you mean 
to advise this committee that two sentences in chronological order in 
the same paragraph refer to two entirely different operations? 

Mr. Dean. That was our intention in drafting it, Senator. 

Senator Gore. You deny drafting it. 

Mr. Dean. I participated in drafting it. Isaid I did. I think Mr. 
Coggeshall, who had the scratch pad, was writing it out, but I partici- 
pated in the conversations. 

Senator Lancer. Mr. Wenzell assisted in drafting it, too, did he 
not ¢ 

Mr. Dean. Mr. Wenzell was present; yes, sir. 

Senator Lancer. He approved it before it was issued 2 

Mr. Drax. That I cannot tell you, because it was not issued until 
Monday, and I had nothing to do with it after the Saturday con- 
ference. 

Senator Gore. Mr. Dean, do you recall the conversation of the 
group with respect to the structure of this statement—do you recall 

65950—56—pt. 1-13 
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any conversation occurring on that day of the 19th which would go to 
show that this statement was intended to be confusing ? 

Mr. Dean. No, sir. We intended to make it clear. We definitely 
did not intend to make.it confusing. We were trying to make it clear 
and concise. 

Senator Gore. Do you recall a discussion as to who requested the 
services of the First Boston Corp. ? 

Mr. Dean. Yes, that was Mr. Edgar Dixon. 

Senator Gore. With respect to the Mississippi Valley Generating 
Co. 

Mr. Dean. Yes, sir. 

Senator Gore. Who requested the services of the First Boston Corp. 
to assist the Bureau of the Budget ? 

Mr. Dean. Well, I do not know whether any request was made, or 
not. 

Senator Gore. Was there any discussion about it ? 

Mr. Dean. Yes. 

Senator Gore. Will you relate the discussion ? 

Mr. Dean. Yes. 

Senator Gore. Who said what? 

Mr. Dean. I believe that it was Mr. Woods, although possibly i 
may have been Coggeshall—I think it was Mr. Woods. 

Senator Gorr. What makes you think it was Mr. Woods? 

Mr. Dran. My present recollection is that it was Mr. Woods. 

Senator Gore. Do you have any records upon which to base that 
recollection ? 

Mr. Dean. Yes. 

Mr. Kerrre. Speak louder. We are having trouble hearing you. 

Mr. Dean. I think Mr. Woods said to me that some time—I can- 
not give you the precise time, but it was prior to May 1953, he had 

had some conversations 
‘ Senator Gore. He, Mr. Woods? 

Mr. Dean. He, Mr. Woods. 

Senator Gorr. And he related that conversation at this meeting on 
the 19th? 

Mr. Dean. Yes. 

Senator Gore. Proceed. 

Mr. Dean. He had some conversations, I believe, with Mr. Joseph 
Dodge, in Washington, on the question, as to whether or not it was 
feasible for a private public-utility company which had to pay income 
taxes, and, therefore, did not have the same cash throwoff as a public 
authority which did not pay income taxes, to compete in the sale of 
power. 

Senator Gore. When do you say this conversation was supposed to 
have occurred ¢ 

Mr. Dean. I said sometime prior to May of 1953. 

Senator Gore. Some time prior is a long period. Can you identify 
it? 

Mr. Dean. No; I cannot relate it any more definitely than that. 

Senator Gorr. Was there any indication in the conversation as to 
how previous the conversation had occurred ¢ 

Mr. Dean. No, no; Mr. Woods told me that some time prior to May 
1953, that he had had these conversations with, I believe, Mr. Joseph 


Dodge. 
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Senator Gore. Do you know at whose request the conversation oc- 
occurred—was that related ? 

Mr. Dean. No, sir; I do not know that. That did not come up in 
the conversation. 

Senator Gore. Give us the substance of the conversation as reported 
by Mr. Woods. 

Mr. Dean. The substance of the conversation was a question as 
to whether as a general matter public untilities which had to pay 
income taxes could compete, because they did not have available for 
sinking funds under bonds the amount they paid out in income taxes, 
whereas the public authority, not paying income taxes, could pay off 
their bonds earlier by putting in a larger sinking fund. 

And the funds being tax exempt could also be sold on a lower in- 
terest basis. 

The question was whether as a matter of mathematics, a matter 
of market, being able to place the bonds, the matter of interest rates, 
you could set up a private company which could compete. Subse- 
quently thereto—— 

Senator Gore. You have given us the general subject of conver- 
sation. 

Would you tell the committee the advice which Mr. Woods related 
that he gave to Mr. Dodge, if you recall? 

Mr. Dean. He did not give any advice at that time. 

Senator cen, Did he express an opinion ¢ 

Mr. Dean. No, not as I understand it, but subsequently someone in 
the Bureau of the Budget—and it was not told to me precisely who 
asked whether or not the First Boston Cor p. would be willing to make 
someone available to the Bureau of the Budget to make a general 
study along these lines. 

Senator Gore. You have used the words “prior” and then “subse- 
quent”—do you know how “subsequent” to the “prior” ? 

Mr. Dean. No, sir; I do not. That did not come up in the con- 
versation and was not discussed. 

Senator Gore. Before we leave the general subject of conversation, 
did Mr. Woods relate to the group that this specific project or prob- 
lem was discussed—was it discussed entirely in the abstract, or was 
there a definite and specific mention of a contract with the Atomic 
Energy Commission ¢ 

Mr. Dean. No, so far as I am aware, there was no discussion of 
any contract with the Atomic Energy Commission or, at least, Mr. 
Woods did not relate any such discussion to me in this § Saturday 
morning conference. 

Senator Gore. Was there any reference to any specific project, 
any specific plant anywhere? 

Mr. Dean. No, sir; not in our conversation. Just to get it clear, 
I want to make sure that I was not present at any of the conversa- 
tions that Mr. Woods had with Mr. Dodge or anyone else. I am only 
relating what Mr. Woods told me. 

Senator Gore. I understand. You are relating the conversation 
that occurred ¢ 

Mr. Dean. That Saturday morning. 

Senator Gore. At this conference, of course, 414 hours on the 19th? 


Mr. Dean. That is correct. 
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No, to answer your question, there was no mention of any specific 
contracts or any specific arrangements. 

Senator Gorr. Did Mr. Woods indicate where the conversation 
between himself and, as eee recall it, Mr. Dodge occurred ? 

Mr. Dean. No, sir—no, I do not know that. 

Senator Gore. You do not recall whether he mentioned the con- 
versation being in New York or Washington ? 

Mr. Dean. No; I do not recall that. 

Senator Gore. Did you not say a few moments ago that the conversa- 
tion was held in Washington ? 

Mr. Dean. I do not know that. Mar. Woods did not tell me. It 
may have been, Senator, but I do not know that. 

Senator Gorr. You say subsequently the Bureau of the Budget 
requested the First Boston C — to assign someone as a consultant 
ov adviser to the Bureau of the Budget on this specific problem ? 

Mr. Dean. This general matter; yes, sir. 

Senator Gore. This general matter? 

Mr. Dran. Yes, sir. 

Senator Gorr. Do you know whether the advice was to be on a 
general policy, or upon a specific problem ? 

Mr. Dean. It was my understanding from my conservations with 
Mr. Woods that it was on a general matter. 

Senator Gore. General policy ? 

Mr. Dean. Yes. 

Senator Gore. Then it is your understanding, is it not, that First 
Loston, as you have just said, was asked to supply someone from its 
organization to advise the Bureau of the Budget on policy! 

Mr. Dean. On policy relating to the question of whether the 
private public utilities could finance such projects in the money 
inarket. There is a very limited subject matter in which they were 
asked to advise, being within their field of knowledge as investment 
bankers in placing securities. 

Senator Gore. Did Mr. Woods indicate, to your recollection, who in 
the Bureau of the Budget requested this service from the First Bos- 
ton Corp. ? 

Mr. Dean. No, no. 

Senator Gore. Was there any mention during the entire day of 

Budget Director Roland Hughes? 

Mr. Dean. Only in connection with the letter that was referred to 
by Mr. Hughes to Senator “34 which was referred to in the text 
of Senator TIill’s remarks. I do not think at that time—— 

Senator Gore. Was there discussion of one or two letters? 

Mr. Dean. Well, we discussed Senator Hill’s speech. Whatever 
was in Senator Hill’s speech we discussed. If it was one letter, we 
discussed it. If there were two letters, we discussed that. 

Senator Gore. What was said about the letter? 

Mr. Dean. As I recall it, it was discussed as to the fact the First 
Boston Corp.’s name had not been mentioned. 

Senator Gore. What was said about the omission of the First Bos- 
ton Corp. by name? 

Mr. Dean. We were simply surprised and were astonished that 
Senator Hill thought there was anything secret about it and that 


there would be any reason for the omission of the First Boston Corp.’s. 
name. 
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Senator Gore. Were you surprised at the omission ¢ 

Mr. Dean. Yes. 

Senator Gore. What was said about that, and who said it 

Mr. Dean. Well, I cannot reconstruct the conversation that spe- 
cifically, because there was a general conversation. 

Senator Gore. What did you say about it? 

Mr. Dean. I said, “I can see no reason why the First Boston Corp.'s 
name should not be mentioned.” 

It had been my understanding that it was a matter of public knowl 
edge. 

Senator Gore. Public knowledge to whom? 

Mr. Dean. That Mr. Wenzell was there. Mr. Wenzell was acting 
as a consultant in the Bureau of the Budget. 

Senator Gorr. You thought that Mr. Hughes was well aware of it / 

Mr. Dean. Yes. 

Senator Gore. You thought that Admiral Strauss, Chairman of the 
Atomic Energy Commission, was well aware of it? 

Mr. Dean. That I do not know. His name never came up in the 
conversation, and I did not know at that time about any of the details 
of what had taken place. 

Senator Gore. Did you discuss the advisability of a supplement to 
Mr. Hughes’ letter to Senator Hill? 

Mr. Dean. No; we simply discussed the question of the advisability 
of calling the omission to the attention of Mr. Hughes. 

Senator Gore. That is what I asked you. You did discuss the 
advisability of letting Mr. Hughes know that there was an important 
omission ? 

Mr. Dean. Yes, sir. You asked me, I thought you asked me, sir, 
whether we discussed supplementing Mr. Hughes’ letter to Mr. Hill. 

Senator Gore. I meant to ask you, and I will correctly state it: Was 
there a discussion in this group conference on the 19th, of the advis- 
ability of a supplementary letter by Mr. Hughes to Senator Hill? 

Mr. Dean. No. What we discussed was the advisability of calling 
the omission to the attention of Mr. Hughes. 

Senator Gore. What was said about the advisability of calling this 
omission to the attention of Mr. Hughes? 

Mr. Dean. We thought it should be called to the attention of Mr. 
Hughes. 

Senator Gorr. Who did the group think should call it to his 
attention ? 

Mr. Dean. Mr. Wenzell. 

Senator Gort. Was Mr. Wenzell so advised ? 

Mr. Dean. That is my recollection; yes, sir. 

Senator Gore. Did he agree that it would be a proper function for 
him to so advise Mr. Hughes? 

Mr. Dean. That is my recollection. 

Senator Gore. Do you have knowledge that he did or did not so 
advise Mr. Hughes? 

Mr. Dran. I have no knowledge on that subject at all. 

Senator Gorr. Did he say he would so do on this day of the 19th? 

Mr. Dean. That was my undertsanding. 

Senator Gore. Did he or did he not say he would so advise Mr. 
Hughes? 

Mr. Dean. Yes. 
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Senator Gore. He said he would? 

Mr. Dean. Yes. 

Senator Gore. What particular view did Mr. Woods express with 
respect to this omission in Mr. Hughes’ letter ? 

Mr. Dean. Nothing ‘other than the fact that it should be called 
to his attention and that there was no secret about Mr. Wenzell’s serv- 
ices as consultant to the Bureau of the Budget, and there was not any 
secret about the fact that the First Boston Corp. was acting as the 
agent in the private placement for the securities of the Mississippi 
Valley Generating Co. 

And since these matters are generally a matter of wide public 
knowledge we were surprised at the charge of secrecy. 

Senator Gore. If you were surprised ‘at the charge of secrec y, did 
you find in the omissions from Mr. Hughes’ letter and in the omission 
from the chronology of the lease a basis upon which the charge could 
be made? 

Mr. Dean. The chronology was not available to us that Saturday 
morning, Senator. 

Senator Gore. Were they mentioned on that Saturday morning? 

Mr. Dean. The only thing that was mentioned on that Saturday 
morning was Senator Hill's speech and the letter or letters of Mr. 
Hughes, however many there were that were mentioned in Senator 
Hills speech. The only document that we had available to us was the 
text of Senator Hill's speech. 

Senator Gore. You said letter or letters? 

Mr. Dran. You said there were two letters. I said I did not know 
whether there was 1 letter or 2 letters, because I do not have the text of 
Senator Hill's speech before me. You said there were two letters 
mentioned. And I said I did not know whether there was 1 or 2. 

Senator Gorr. You have related the opinion you expressed—the 
opinions expressed by Mr. Woods. Can you recall the words of Mr. 
Wenzell—any words-—any sentence—any opinion Mr. Wenzell ex- 
pressed during this day ? 

Mr. Dean. | cannot reeall them. I cannot reeall them verbatim, 
but he was in general agreement with us that there was no problem 
of secrecy and no problem of keeping the fact that he had been con- 
sultant to the Bureau of the Budget secret. There was no problem in 
keeping the fact that First Boston was ac ting as the agent for Mis- 
sissippi Valley Generating Co. secret. 

In fact, I believe, in the Investment Dealers? Digest, which is a pub- 
lication of investment bankers, that that had been mentioned. 

It was certainly well known among people in the trade. It was well 
known in public-utility circles. I mean, the idea that anybody—that 
there was anything secret about placing securities is ridic ‘uous. 

Senator Gore. Then you were surprised and the group was sur- 
prised that the matter had been kept secret ? 

Mr. Dean. Well, it had not been kept secret by us. We had 
never—— 

Senator Gore. You have said you were surprised that it was not in- 
eluded in the letters of Mr. Hughes. 

Mr. Dean. Yes. 

Senator Gorr. Do you know after the consensus had been reached 
that Mr. Hughes should be advised of the omission in his letter what 
form the advice should take? 
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Mr. Dean. That Mr. Wenzell should call it to Mr. Hughes’ attention. 

Senator Gore. By letter? 

Mr. Dean. No. 

Senator Gore. By what form ? 

Mr. Dean. Orally the next time he saw him. 

Senator Gore. That was discussed / 

Mr. Dean. Yes. 

Senator Gore. Who said that that is the form it should take? 

Mr. Dran. Well, 1 cannot tell you who said it, but there was gen- 
eral agreement. 

Senator Gore. Did you advise it ? 

Mr. Dean. I certainly said that I thought it was certainly appropri- 
ate that Mr. Wenzell should the next time he saw Mr. Hughes, to call 
the omission to Mr. Hughes’ attention. 

Senator Gore. You did not think it advisable to place this in the 
form of writing / 

Mr. Dean. No, that was not discussed. It did not cross my mind. 
Whether it crossed anybody else’s mind, I do not know. 

Senator Gore. At any time thereafter had you noticed, had you 
specific notice or knowledge of advice that Mr. Hughes was advised by 
Mr. Wenzell with respect to this omission / 

Mr. Dean. No; I do not know that. 

Senator Gorr. Do you have any basis upon which you believe it to 
be true? 

Mr. Dean. No; [do not. The matter was never discussed with me 
again. 

Senator Gore. After you had discussed Mr. Hughes’ letter, the 
omission in Mr. Hughes’ letter, what other point in Senator Hill's 
speech did you discuss ? 

Mr. Dean. Well, the general discussion that we had was one of a 
sort of bewilderment, that there was anything secret about it, that any- 
body should think that there was anything secret. 

Senator Gore. You have told us that about several times, Mr. Dean. 

Senator Keravver. Senator, Gore, before you leave this secrecy 
matter, may I just bring one thing in, to make the record complete on 
that point, and then I will return this to you. 

Mr. Dean says that the Government and all financial circles knew all 
about—— 

Mr. Dean. Sir? 

Senator Kerauver. You said the Government and financial cireles 
knew all about the part of First Boston in this matter—that was your 
statement, I believe, a minute or so ago. 

Mr. Dean. Yes, sir. 

Senator Kerauver. And I suppose by the “Government” you mean 
Mr. Hughes and the Budget Bureau ? 

Mr. Dean. No, sir; we thought that this matter had been discussed 
with public authorities, that it had been discussed in the Securities and 
Exchange Commission. 

Senator Kerauver. Mr. Dean, would it come as a great surprise to 
you to know that on June 27, 1955, Mr. Hughes still did not know that 
the First Boston was the financial agent ? 

Mr. Dean. Well—— 

Senator Kerauver. Would that come as a surprise ? 

Mr. Dean. I never met Mr. Hughes. I never discussed it with him. 
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Senator Kreravver. Would that come as a surprise to you ? 

Mr. Dean. Well, I would certainly have thought that Mr. Hughes 
would have known about it by that time, but, as Ts say, I never met Mr. 
Hughes. 

The first time I think I saw him was here in the committee room the 
other night. 

Senator Kerauver. Would it be possible that in June of this year, 
just a few days ago, that Mr. Hughes would not know that the First 
Boston was the financial agent? 

Mr. Dean. Well, I cannot answer that, sir, because as I say I was not 
in on any of these discussions with Mr. Hughes, and I do not know the 
gentleman. 

Senator Kerauver. It would certainly come as a surprise to you that 
the Director of the Bureau of the Budget would not know about it. 

After all, you say it was public information—everybody knew about it. 

Mr. Dean. I understood that everybody knew about it. 

Senator Keratver. Then suppose we just read into the record at 
this point Mr. Hughes’ testimony at page 61 of the record of June 27: 

Senator Kerauver. You don’t. And you say now you do not know? 

Mr. Huenes. Do not know what? 

Senator Kerauver. Whether the First Boston Corp. is the financial agent? 

Mr. Hugues. I don’t believe it is, but I don’t know. 

Senator KEFAUVER. Well, have you checked to make sure about it? 

Mr. Huaues. No, but I will check to make sure. 

Does that not come as somewhat of a surprise to you, Mr. Dean? 

Mr. Dean. Well, as I say, I cannot comment on Mr. Hughes, be- 
‘ause I do not know the gentleman. 

Senator Kerauver. Very well. 

Mr. Dean. I thought that it was well known. 

And, certainly, so far as the First Boston Corp. was concerned, 
and our organization, and in our conversations with the banks, the 
insurance companies or other investment houses, or the Securities and 
Exchange Commission, or other people, this thing was openly dis- 
cussed. We thought everybody concerned knew about it. 

Senator Krravver. Everybody knew about it except Mr. Hughes. 

Senator O’Manoney. And the Joint Committee on Atomic Energy. 

Senator Krerauver. Yes. 

Senator O’Manoney. Which is a Government agency. 

Senator Kerauver. Excuse me, Senator Gore. You may proceed. 

Senator Gore. Mr. Dean, you have testified that you were surprised 
on some occasions. You have testified that the First Boston furnished 
to the Bureau of the Budget Mr. Wenzell as a consultant and adviser 
on policy with respect to this general matter. 

Mr. Dean. With respect to whether private public utility companies 
could arrange financing on such a basis that their power would be 
competitive ‘with public power. 

Senator Gorr. Did you hear Mr. Hughes’ testimony before this 
committee that the name of Mr. Wenzell—I will rephrase the ques- 
tion. Were you present at the committee hearing, and did you hear 
Mr. Hughes’ testimony that the name of Adolphe Wenzell was omitted 
from the chronology for the reason that he was not an adviser on 
policy ? 

Mr. Dean. No, sir; I was not present when he so testified. 


The only time I saw him was the Thursday night that he was here 
in the committee room. 
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Senator Gorge. If you were advised that he so testified, would you 
again be surprised / 

“Mr. Dean. Well, I was never personally present at any of the meet- 
ings between Mr. Wenzell and Mr. Hughes, or I was not present 
when the services of Mr. Wenzell were asked for. 

I can only tell you as to what my understanding was as related to 
me by Mr. Woods and Mr. Coggeshall at this Saturday meeting on 
February 19. 

Senator Gore. You would not express an opinion as to whether 
you would be surprised at such testimony ? 

Mr. Dean. No; I would not. 

Senator Buriter. Will you state the testimony again, because it 
does not surprise me, either. I would like to hear the question. 

Senator Krerauver. Senator Gore, will you state it? 

Senator Gore. Can some staff of the committee advise or find the 
exact testimony of Mr. Hughes in that regard ? 

Senator Butter. | thought Mr. Hughes’ testimony was that Mr. 
Wenzell was down here to testify on finane ing and not on general 
policy. 

I understood Mr. Dean’s testimony to be exactly the same—of the 
same tenor. I did not see any difference between the two. 

Senator Kerauver. We will have it looked up. 

Senator Gore. The junior Senator from Tennessee did not so un- 
derstand it to be. 

Senator Burter. Did you not say he was not down here on a matter 
of general policy, but down here to say whether or not private utilities 
could finance a project such as this competitively with other 
companies 4 

Mr. Dean. That is the limited extent to which I understood. 

Senator Buriter. And not to set a general policy, whether we should 
have public power or private power in this country ? 

Mr. Dean. I understood that was never any part of Mr. Wenzell’s 
function. 

Senator Burier. He was here strictly as a financier in connection 
with the issue of securities? 

Mr. Dean. And that he was an expert, that the Bureau of the 
Budget could examine his mind and ask him questions, and they 
determine the policy. 

Senator Burirr. As a matter of fact, one of the outstanding 
experts in the country on that sort of a situation ? 

Mr. Dean. Mr. Wentzell is a professional engineer who has spent 
his entire life on that subject. 

Senator Buriter. And you could find no better man to do that if 
you were hunting for a man to do it, could you? 

Mr. Dean. I would say he is one of the outstanding experts in the 
world on that question. 

Chairman Kitcorr. On that line, was he down here to just advise 
on this one program ? 

Senator Burier. I think his testimony was to the effeet-—— 

Senator Keravuver. Just a minute. Let Mr. Dean answer the 
question. 

Mr. Dean. So far as I know it was on the general question, rather 
than on the particular project. 

Chairman Kirgorr. What general question ? 
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Mr. Dean. The general question as to whether, taking into con- 
sideration the fact that private public utilities have to pay income tax, 
therefore, to that extent you cannot take that part of their earnings 
and use it to retire your bonds as public authorities do. 

Therefore, the cost of money to the private public utilities means 
a longer payoff in bonds. And since their interest is not tax exempt, 
it might be higher. It was the factor of their interest cost and your 
tax cost in your overall cost. 

Can a private public utility company sell its power, build a gen- 
erating station, build the transmission lines and the distributing sys- 
tem, and sell it on a competitive level with the public authority? If 
it cannot, what is the difference ? 

Mr. Wenzell being an engineer, being a professional man, and in an 
investment banking organization, was an expert on the cost of build- 
ing power stations and the costs of overall financing. 

It is my understanding that they wanted to get his expert advice 
on that limited subject. They were then to determine the policy. 

Chairman Kinéore. On the limited subject whether or not a private 
company could compete with public power ¢ 

Mr. Dean. On the question of financing. 

Chairman Kircore. In other words, whether they could sell—not 
whether it is two different power companies, private power comanies, 
whether they could compete with one another, but the other type of 
operation ; is that it ? 

Mr. Dean. Yes, sir. The question of one private public utility be- 
ing able to compete with another in the bond market relates to the 
amount of their equity, their earnings, their history, their stability 
of earnings, and that sort of thing. And the ratings that they get 
from the investment advisory service. 

Senator Keravver. In other words, specifically, Mr. Dean, whether 
it had some arrangement to get private power back into the TVA 
area and eliminate any further expansion of the TVA, is that it? 

Mr. Dean. That was not discussed. 

Senator Keravuver. That is the overall problem—similar to the 
overall problem that you understood this was all about ? 

Mr. Dean. No. 

Senator Butter. Is there anything evil in that, having the Ameri- 
can taxpayers pay their electric bills? 

Senator Keravuver. I am not discussing the matter of evil or not. 
I am just trying to find out whether or not that was the overall 
problem that you have in mind. 

Mr. Dean. No. So far as I know, Mr. Wenzell was called down 
here as an expert on the very limited subject. He was not called down 
here on that general policy. At least that was my understanding. 

Senator Keravuver. Senator Gore, you had some further questions / 

Senator Gore. I take it, Mr. Dean, that it will not be necessary to 
ask the stenographer to repeat your previous testimony this morning. 
I believe I can recall your testimony. At least, the last few remarks 
were about this paper, upon interrogation of you with respect to 
this press release. The two sentences which I will again read, to 
refresh your memory: 


The services of our vice president, Mr. Adolphe H. Wenzell, were made avail- 
able to the Bureau of the Budget between May 1953 and March 1954. We were 
asked to advised and assist in the financing of the Mississippi Valley Generating 
Co. early in 1954. 
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I asked you for what purposes the services of the vice president of 
First Boston, Mr. Wenzell, were made available to the Bureau of the 
Budget. You replied to advise upon the general subject of whether 
private power companies could compete in a financial way with public 
power institutions. 

Is that correct ¢ 

Mr. Dean. Insofar as the cost of financing entered into the cost 
of their power; yes, sir. 

Senator Gore. I asked you if he was to advise upon a specific 
problem or upon the general subject matter, and you replied upon the 
general problem in question. Is that correct ? 

Mr. Dean. That is correct. 

Senator Gore. | then asked you if that was a matter of policy 
pon which he was to advise. I believe you said “Yes.” 

Mr. Dean. No, sir; I said that it was my understanding that he 
was called down here as an expert on that particular subject. And 
then the Bureau of the Budget was to determine the policy. 

Mr. Wenzell was not to advise on the policy. 

Senator Gore. Mr. Chairman, I respect fully” suggest that this is 
not an exact recital of the words or the meaning of the prior testi- 
mony. 1 do not wish to delay the committee in order to have the 
stenographer read it. I will be glad to desist until the public record 
is made available. 

Senator Krrauver. We have been in session here now for a good 
while. I had in mind taking an 8-minute recess. Suppose during 
that recess you go over the testimony and find the part that you are 
interested in, and we will have the reporter read it back. 

Senator O’Manonry. Before you take the recess, may I ask 
few questions ¢ 

Senator Kerauver. Yes. 

Senator O’Manoney. I would like to ask a few questions to clear 
up my mind upon this matter. 

I understood you to say in substance, in response to the questions 
of Senator Gore, that you were surpr ised that all of the details of 
the position of the First Boston in this transaction were not generally 
known, at least in Government circles. 

Mr. Dean. Yes, sir; that is correct. 

Senator O’Manonry. You testified that you were surprised at the 
contents of the speech of Senator Hill ¢ 

Mr. Dean. That is correct. 

Senator O’Manonry. Inasmuch as to my mind the important ques- 
tion here is the precise relationship between the First Boston and 
the Atomic Energy Commission and the Bureau of the Budget in 
arranging this financing, as the central point in issue here, and around 
it revolves whether or not Senator Hill was correct, and whether you 
had any reason to be surprised, may I read from Senator Hills’ 
speech. This is the fourth paragraph of his speech. The speech was 
made on February 18, 1955 

Mr. President, the vice president and director of the First Boston Corp., 
one of the country’s largest and most influential banking institutions in the 
utility field, was acting as a consnitant to Mr. Dodge, the Director of the 
Bureau of the Budget, during the very period when the Dixon-Yates deal 
was being put together. 


There exists persuasive evidence that this man participated in conferences 
and meetings which were held in the Budget Bureau on the Dixon-Yates matter 
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at the very time the First Boston Co. was making arrangements for financing the 
Dixon-Yates plan. 


Is there anything surprising about that to you‘ 

Mr. Dean. Yes, sir. 

Senator O’Manoney. What? 

Mr. Dean. At the time that Mr. Wenzell was trying to find out 
what the cost of the interest rate was, roughly the period in early 
February, there was not any Dixon-Yates in being. I believe the first 
time 

Senator O’Manonry. Well, now, let us not get our personalities 
and persons mixed up. Were not Messrs. Dixon and Yates in exist- 
ence? What you mean is that their corporate personality, the Mis- 
sissippi Valley Generating Co., had not yet been incorporated. 

Mr. Dean. No, sir; I mean specifically that 1 believe and subject 
to correction on the chronology, that the first time that Mr. Dixon’s 
name appears in this matter is when he attended the meeting at the 
Atomic Energy Commission on the 20th, and when he said he would 
tae the matter under consideration. I believe that was January 20. 

Senator O’Manoney. I do not understand your answer, Mr. Dean. 
So let me read this extract sentence by sentence. 












Mr. President, a vice president and director of the First Boston Corp., one of 
the country’s largest and most influential banking institutions in the utility field, 
was acting as a consultant to Dr. Dodge, the Director of the Bureau of the Budget 
during the very period when the Dixon-Yates deal was being put together. 

Is that a correct or an incorrect statement ? 

Mr. Dean. I think it is incorrect. 

Senator O’Manonry. In what respect? 

Mr. Dean. That he was acting as a consultant during the very 
time that Dixon- Yates deal was being put together. 

Senator O’Manoney. Well, now, I read from exhibit No. 17, the 
letter signed by Mr. James Coggeshall, Jr., in the composition of 
which you participated, according to your testimony in response to 
Senator Gore’s questions. 

Mr. Dean. Which letter are you referring to? 

Senator O’Manoney. I am referring to the release of Febru: ary 21, 
1955, 3 days after Senator Hill made this speech. 

Mr. Dean. Yes, sir. 

Senator O’Manonry Mr. Coggeshall says, and this, of course, came 
out after a conference of important individuals in First Boston and 
in Sullivan & Cromwell: 

The services of our vice president, Mr. Adolphe H. Wenzell, were made available 
to the Bureau of the Budget between May 1953 and March 1954. 


Mr. Dean. Yes, sir. 

Senator O’Manoney. Does not that confirm, at least, a portion of 
what Senator Hill said ? 

Mr. Dean. My exception to it was during the very time that the 
Dixon-Yates matter was being put together. 
Senator O’Manonry. We will proceed from Mr. Coggeshall’s 
letter 

Mr. Dean. Yes, sir. 

Senator O’Manoney. Or release given out with your advice and 
consent. 


We— 
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he said, meaning, I suppose, the First Boston Corp. including— 
our vice president, Mr. Wenzell—— 


Mr. Dean. We intended it to mean the First Boston Corp.—the 
corporation—but the construction Senator Gore puts on it did not 
occur to me until he pointed it out to me. 

Senator O’Manoney. Let us see why his construction is not an 
exact one. 

The services of our vice president, Mr. Adolphe H. Wenzell, were made 
available to the Bureau of the Budget between May 1953 and March 1954. 

The use of the words “our vice president” clearly means nothing 
else but the vice president of the First Boston Corp.; does it not? 

Mr. Dean. That is correct. 

Senator O’Manonry. Then the next sentence begins with the word 
“we.” 

Mr. Dean. I think—— 

Senator O’Manonry. Why do you wish to change it now, so as to 
exclude Mr. Wenzell ? 

Mr. Dean. I do not wish to change it. Let me call your attention 
to the third sentence where we explicitly say neither the First Boston 
Corp. nor Mr. Wenzell. 

Senator O’Manonry. You are skipping the third sentence. 

Mr. Dean. I am saying when we use the term “we,” we thought 
in drafting it, at least, I thought we were referring to the First Boston 
Corp. as a corporate entity. 

Senator O’Manonry. Let us read that. 

We were asked— 


this is the second sentence—— 
Mr. Dean. Yes, sir. 
Senator O'Manoney (reading) : 


We were asked to advise and assist in the financing of the Mississippi Valley 
Generating Co. early in 1954. 


The first sentence says Mr. Wenzell is down there between May 
1953 and March 1954. So here we have the second sentence clearly 
indicating that the First Boston Corp., on your interpretation, exclud- 
ing Mr. Wenzell, was advising and assisting in the financing of the 
Mississippi Valley Generating Co. early in 1954. 

You acknowledge, do you not, even though you wish the word “we” 
in the second sentence to exclude Mr. Wenzell, that Mr. Wenzell’s 
activities consisted of advice as to financing ¢ 

Mr. Dran. I do not want to badger words with you, Senator 
O’Mahoney. 

Senator O’Manonery. You are an artist in the use of words, Mr. 
Dean. And when you use them you use them with explicit purpose. 

Mr. Dean. All I can say to you is that 

Senator O’Manoney. Even in a 5-minute period you can toss off a 
letter that means just what you say. 

Mr. Dean. I have been told over and over again, Senator, that unless 
you get a press release in about two paragraphs they will not pub- 
lish it. 

Senator O’Manonry. I read again this sentence. 


We were asked to advise and assist in the financing of the Mississippi Val!«» 
Generating Co. early in 1954. 
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Now, I ask you, Mr. Dean, was not Mr. Wenzell, as the vice president 

of the First Boston Corp., advising and assisting in the financing of 
this transaction at that very period? 

Mr. Dean. My answer to that is “No,” Senator, that he was not. 

Senator O’Manoney. All of the testimony of Mr. Hughes, the testi- 
mony of Mr. Miller, is directly contrary to your statement now. 

Mr. Dean. Well, could I explain to you what T have in mind? 

Senator O’Manonry. Why, certainly. Now be careful of your 
words, expert that you are. 

Mr. Dean. You know the old story, I am sure, when they found 
Noah Webster, the great dictionary maker in the kitchen kissing the 
cook and Mrs. Webster came in, she said 

Senator O’Manoney. Do not make such allegations at this table, 
sir, about the deceased dictionary writer. 

Mr. Dean. “I am surprised.” 

He said, “No, my dear, I can never teach you the precise use of 
words. You are ‘astounded’ and—TI am ‘surprised’.” 

Senator O’Manoney. I am glad you put your finger on your chest 
when you said you were surprised. 

Mr. Dean. What I thought Mr. Wenzell was doing—and let me 
say that perhaps this illustrates the fact that no private citizen 
ought ever under any circumstances to try to render a public service 
or to contribute services to the Government—what Mr. Wenzell was 
doing when he went back to the First Boston Corp.—and it is quite 
correct he was two people—he was the First Boston Corp. vice presi- 
dent, and he was a consultant to the Bureau of the Budget. 

Senator O’Manoney. In other words, he was in a dual capacity ? 

Mr. Dean. Yes, in the sense that he was trying to go back and pick 
the brains of his own organization as to what was the kind of an inter- 
est rate that an entity could get into the market on the assumption of 
certain capital. 

Mr. Dean. Yes, sir. 

Senator O’Manonry. Was not Mr. Wenzell the financial brains of 
the institution ? 

Mr. Dean. No, sir. 

Senator O’Manoney. Have you not characterized him at this table 
this morning as being one of the greatest geniuses in financing such 
enterprises in the world ? 

Mr. Dean. I said he was one of the greatest authorities on the con- 
struction and cost of power in the investment banking business. 

As there is in law, there are gradations of experts and there are 
certain people who spend all of their time every day studying interest 
rates and money markets and interest rates and 90-day bills and 10- 
year notes and bank loans and sinking-fund rates. 

And of those two people, Harter and Cannon, that he wanted to 
consult—it was those two. Mr. Wenzell is a tremendous expert in 
the cost of public generating systems. And he is a very able in- 
vestment banker. He was not the expert of the First Boston Corp. 
on the question of interest rates. 

Senator O’Manoney. He was a financial genius in everything ex- 
cept interest rates, but Miller testified, and the exhibit is here before 
us in pencil about the conference on the 5th of February 1954, par- 
ticipated in by Wenzell, Miller, and Cannon on interest rates— 
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Mr. Dean. Mr. Miller is an officer of the First Boston and he is a 
banker. AndIamnot. Ido not want to contradict his testimony. 

Senator O’Manonry. I want to get into an area of agreement here. 

Mr. Dean. Yes, sir. 

Senator O’Manonry. You tried ineffectually to do that at Pan- 
munjom. Let us see if we cannot do it here. 

Mr. Dean. Yes, sir. 

Senator O’Manoney. Do you not agree that the first sentence of 
this letter, the release of Mr. Coggeshall on February 21, 1955, issued 
3 days after Senator Hill’s eee declares, without any reservation 
whatsoever, that the First Boston Corp. made the services of Mr. 
Adolphe H. Wenzell available to the Bureau of the Budget between 
May 1953 and March 1954? 

Mr. Dean. There is not the slightest question about that. 

Senator O’Manonery. Do you not agree that this release also says 
that the First Boston Corp., represented here by the pronoun “we,” 
was asked to advise and assist in the financing of the Mississippi Val- 
ley Generating Co. early in 1954? 

Mr. Dean. Not the slightest question about it. 

Senator O’Maunonry. Do you not agree that the next sentence, “We 
agreed and the needed financing was subsequently arranged,” means 
that the First Boston Corp. actually carried out the job and did 
arrange the financing? 

Mr. Dean. No question about it. 

Senator O’Manoney. No doubt about that at all? 

Mr. Dean. No, sir. 

Senator O’Manonry. Then we go to the next sentence—this comes 
tc the art of composition—‘ Neither the First Boston Corp. nor Mr. 
Wenzell received a fee from the Bureau of the Budget.” 

That is the letter. 

May I ask you whether it is the custom and practice in institutions 
to receive the fee at the beginning ? 

Mr. Dean. No; in most professional matters the fee is generally 
arranged at the end. 

Senator O’Manoney. Then as of February 21, 1955, this release 
means that neither the First Boston Corp. nor Mr. Wenzell as of that 
date had received a fee from the Bureau of the Budget ? 

Mr. Dean. That is correct. 

Senator O’Manoney. Then the next paragraph or clause of that 
sentence, “nor are we to be paid for services in connection with the 
generating company financing” 

Mr. Dean. Yes. 

Senator O’Manoney. Recalling to your mind the exhibits which 
were produced by Mr. Miller yesterday of the various extracts from 
the minutes of the First Boston Corp., is it not a fact that this trans- 
action was mentioned in those minutes upon several occasions, begin- 
ning with the minutes July 1, and that it was not until October some 
time that any statement was made in the minutes that there was no 
fee to be paid ? 

Mr. Dean. As far as the written record is concerned in the minutes, 
that is correct, sir. 

Senator O’Mauoney. That is correct? 
Mr. Dean. Yes. 
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Senator O’Manoney. Do you want to exclude possible oral agree- 
ments ? 

Mr. Dean. Or oral determinations by the head of the First Bos- 
ton Corp. 

Senator O’Manonery. Now, then, referring to the letter of May 6, 
1955, which you wrote in 5 minutes, it is set forth, is it not—I will 
read the letter to have it clearly in mind—this is addressed to Mr. 
Edgar H. Dixon, under date of May 6, 1955. 

DEAR EpGAR: You have again raised the question with us whether we wish 
to accept the fee for our services in connection with the senior financing of 
Mississippi Valley Generating Co., which has taken the form of the direct place- 
ment of a maximum of $92,914,000 principal amount of 3% first mortgage bonds 
and a maximum of $27,086,000 principal amount of 34-percent notes under 
bank credit agreement. 

Do we agree that this negotiation of in excess of $92 million of 
secured debt and in excess of $27 million unsecured debt was part of 
the needed financing which was arranged by the First Boston Corp. 
and referred to in the release of February 21, 1955? 

Mr. Dean. Yes, sir. 

Senator O’Manonry. No doubt about that. And in the letter of 
May 6, quoting: 

From its inception we have regarded our services in this matter as falling 
within the category of the public interest. We therefore confirm that we wish 
no fee for our services. 

Do you wish now the committee to understand that you are of the 
belief, although for a good part of 1954 you were in Korea, that the 
decision with respect to the fee was taken from the inception ? 

Mr. Dean. The testimony here is that the actual commitment from 
Mr. Dixon to the First Boston Corp. to act as the agent took place 
sometime between May 10 and May 20. 

Senator O’Manonery. Of what year? 

Mr. Dean. What? Of 1954. Mr. Linsley, the vice president of 
the First Boston Corp., testified before the Securities and Exchange 
Commission on June 16, 1955, in response to this question : 


Do you recall when this decision was first reached among yourselves, even 
though not formally discussed with the executive committee? 


Mr. Linsley’s answer was, and I quote: 


We discussed it, at least Mr. Woods and myself discussed it at the end—about 
the end of May 1954. 

And that is the first discussion you recall? 

Answer. That is the first discussion I recall. 

Question. At that time you did not discuss it with Mr. Dixon; did you? 

Answer. I did. 

This says, “I did, no, no.” I think it means, “I did not.” 

So I am relying upon Mr. Linsley’s testimony before the Securities 
and Exchange Commission that he and Mr. Woods decided in May 
of 1954 that the First Boston Corp. would not take a fee. 

Mr. Keerre. May I have the page? 

Mr. Dean. Page 656. 

Senator Kerauver. That says, “Discussed”; it does not say 
“decided.” 

Mr. Dean. The previous question. 

Senator O’Manonry. You asked the question I was about to ask, 
Senator. 
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Mr. Dean. The previous question reads this way : 


Question. Was that sentence, referring to May 6, 1955, letter, intended to 
mean that from its inception the First Boston Corp. had intended not to accept 
any fee in this matter? 

Answer. That is correct. From its inception we had not intended to accept 
any fee although it was not officially discussed with our executive committee 
until July 1, 1954. 

Senator O’Manonery. So that the release of February 21, 1955, 
which recites and with which you have agreed that between May 1953 
and March 1954 First Boston was asked to advise and assist in the 
financing of the Mississippi Valley, that the First Boston agreed to 
do it and the needed financing was subsequently arranged, but that 
in May 1954 the decision was made not to accept a fee / 

Mr. Dran. Yes, sir. 

Senator O’Manonry. You have described the firm of Sullivan & 
Cromwell, the number of partners, 28, I believe, the number of law- 
yers, 88, indicating that Sullivan & Cromwell is known by reputation 
as being a very substantial and powerful firm of lawyers. 

Mr. Dean. Substantial, I hope; powerful, I question. 

Senator O’Manonry. Well, I do not question that, but I want to 
to ask you this, sir. Do you know of any other instance in all of 
the advice you have given to First Boston Corp. or to any other 
financing corporation of ¢ any case in which having arranged to finance 
S92 million of secured debt and $27 million of unsecured debt that 
the financing agent did not from the first expect to receive a fee 
any other instance at all? 

Mr. Dran. Relating to those precise figures, the answer is “no.” 

Senator O’Manonry. To any figures ? 

Mr. Dean. Oh, yes. 

Senator O’Manonry. Of substantial amount ? 

Mr. Dran. Yes; I know of a number of instances where for reason 
of policy the investment bankers decided not to take a fee. I would 
say that it is usual. Actually, they are in business to make money, 
naturally. 

Senator O’Manonry. Mr. Chairman, those are my questions. 

Senator Kerauver. Senator Anderson said something about a ques- 
tion that he wanted to ask. 

Senator Anperson. He has been sworn ? 

Senator Kerauver. Yes. 

Senator Anperson. Have you not, Mr. Wenzell? 

Mr. WeNzELL. Yes. 

Senator Anprerson. The statement says that you came down here in 
March of 1953. 

Mr. Dean. May. 

Mr. Wenzevn. May. 

Senator Anxperson. And left in March of 1954? 

Mr. Wenzeta.. Yes, sir. 

Senator AxpErson. Were you working at the Bureau of the Budget 
all of that time? 

Mr. Wrnzeiu. In between those two dates? 

Senator ANperson. Yes. 

Mr. Wenzeti. No, sir. 

Senator Anperson. How much of the time? 

65950 —-56—pt. 1———14 
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Mr. Wenzetn. From May 1953 until September 1953. 

Senator AnpEeRson. What were you doing? 

Mr. Wenzetu. One or two days a week. 

Senator Anprerson. What were you doing those | or 2 days a week 
when you would come down ? 

Mr. Wenze.u. I was in the Bureau of the Budget. 

Senator Anperson. Working on financing of this nature? 

Mr. Wenzew. No, sir. 

Senator Anperson. What were you doing? 

Mr. WeNzeLL. I was preparing and making a study. 

Senator ANperson. You were actually working on the Ohio Valley 
Electric Co. transaction; were you not? 

Mr. Wenzeui. The what? 

Senator Anperson. The OVEC deal? 

Mr. WENZELL. No, sir. 

Senator ANpERSoN. You were not ? 

Mr. Wenze.u. I had nothing to do with the OVEC. 

Senator Anperson. Who did from your company ? 

Mr. Wenze.u. Mr. Linsley was in charge of it. 

Senator ANperson. You never touched the OVEC deal? 

Mr. Wenzewu. I had nothing to do with OVEC. 

Senator Anperson. In all of the time that you were down here? 

Mr. WenzELL. In all of the time I was here or when I was in New 
York. 

Senator ANpERsoN. You say there was one man handling it? 

Mr. Wenzett. No. Mr. Linsley was in charge of it. I think Mr. 
Miller was an able assistant to him on OVEC. 

Senator Anperson. Did you ever talk to Mr. Miller about the 
OVEC deal? 

Mr. Krerre. I cannot hear you. 

Senator Anperson. Did you ever talk to Mr. Miller about the 
OVEC deal? 

Mr. Wenze.u. Casually from time to time. He was in the same 
office that I was. 

Senator Anperson. Was the OVEC deal pending while you were 
down here? 

Mr. Wenzetu. I do not remember the dates of the OVEC deal. It 
ran over a considerable period of time. 

Senator ANperson. Your firm drew $150,000 fee out of it. 

Mr. Wenzetu. That is right. 

Senator Anperson. And Sullivan & Cromwell drew $25,000 out of. 

Mr. Dean. How much? No, sir; we were not in it. 

Senator Krrauver. $25,000 expenses. 

Mr. Dean. I do not think we were counsel. 

Senator Anperson. In the matter of the Ohio Valley Electric Corp. 
and so forth, before the Securities and Exchange Commission, De- 
cember 29, 1954, there is the settlement of fees and expenses that have 
been the subject of the Commission. At the top of the page is Sullivan 
& Cromwell, counsel for Monongahela, $6,500, and various other 
amounts. 

Mr. Dean. I thought you said as counsel for the Ohio Valley. 

Senator Anperson. I said of the Ohio Valley. Were they not in 
OVEC? 

Mr. Dean. Yes, sir. 
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Senator Anverson. What is the difference between Dixon and Yates 
and these firms? You have got $25,000. You are the largest law 
firm in the whole transaction. 

Mr. Dean. We were the counsel for the public-utility companies. 
There was another counsel for the unit. I am sorry, I misunderstood 
you. 

Senator ANnprerson. For the unit—who was he? 

Mr. Dean. The counsel for the unit itself—the counsel for the 
Ohio Valley was Simpson, Thacher & Bartlett, and their fees were 
$171,000. I am sorry, I misunderstood you. I knew that Simpson, 
Thacher & Bartlett were counsel for the unit. We were counsel for 
some individual public utilities that were in it. 

Senator ANperson. While your firm was working on this, Mr. Wen- 
zell, were they simultaneously engaged in working on this while you 
were coming | or 2 days a week here 4 

Mr. Wenzetu. I was in Washington during the summer of 1953. I 
am sure there was work going on by the First Boston Corp. on the 
Ohio Valley Electric Corp. 

Senator ANpEerson. When you went back to New York, were you 
kept in ignorance of what was going on down here on the Ohio Val- 
ley Electric? 

Mr. Wenze.t. Not in ignorance. 

Senator ANpEeRSON. You were an officer of the company ? 

Mr. Wenzevu. Yes, sir; I was an officer of the First Boston Corp. 

Senator Anperson. Yes; the First Boston Corp. was the financing 
agent; was it not? 

Mr. Wenze.L. Yes; they were, sir. 

Senator ANpErsoN. And as you have testified as to who was han- 
dling it, how Mr. Miller was actively engaged in that transaction ? 

Mr. Wenze.i. He was very active; yes, sir. 

Senator Anperson. You discussed it with Mr. Miller? 

Mr. Wenzeti. No. If I did, it was most casually. I did not par- 
ticipate in it. 

Senator ANperRson. What was your work at the Bureau of the 
Budget again ? 

Mr. Wenze... My work at the Bureau of the Budget was to pre- 
pare a study on and make an objective report on the Tennessee Valley 
Authority. 

Senator Anprrson. The Tennessee Valley Authority ? 

Mr. Wenzetu. The Tennessee Valley Authority. It was first 
thought that I should make a study on a sort of overall Government 
power matters, but it was decided to narrow it down to one specific 
thing; namely, to make for the Bureau of the Budget a careful, com- 
plete, and objective study of the Tennessee Valley Authority. That 
is what I did during the summer, the times I was here in the summer 
of 1953. 

That was terminated by a report, a written report that I gave to 
the Bureau in September of 1953. 

Senator Anperson. When was the OVEC financing concluded ? 

Mr. Wenze... Did I understand you to say that it was in Decem- 
ber of 1954? There was some—— 

Senator ANverson. The OVEC financing. 
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Mr. Wenzetr. I know. I do not recall, because, as I have said be- 
fore, I was not associated—I did not work on that deal, and I do not 
recall the dates. 

Senator ANpDERsoN. It was concluded in August of 1953, and the 
work on it was done during the period while you were down here in 
Washington. 

Mr. Wenzeu. I said it was during the time I was here, but I do 
not remember the dates. 

Senator Anperson. And being a vice president of the company, you 
never were acquanited with the fact that the company was also work- 
ing on this transaction and earning a $150,000 fee ? 

Mr. Wenzetu. I knew we were working on it. I knew we were 
working on it. 

Senator Anperson. But you did not participate in that work ? 

Mr. Wenzetu. I did not participate in it, nor did T know at the 
time what the fee was. 

Senator Anperson. You stated you left here in March ? 

Mr. Wenzetu. That was in the press release. 

Senator O’Manoney. Would vou let me ask a question at that point? 

Senator ANpeRson. Yes. 

Senator O’Manonry. You referred to a report, Mr. Wenzell. of 
September 1953. Do you have a copy of that report ? 

Mr. Wenzetu. No: I do not. 

Senator O’Manonry. Can you tell the committe what was in that 
report ? 

Mr. Wenzetu. Yes: I think I can give a reconstruction of it. 

Senator O’Manonry. Would you be willing to do it? 

Mr. Wenzetu. Yes, indeed. 

Senator O’Manonry. Would it be convenient for you to do that 
now ? 

Senator Annerson. Yes: did it not refer to financing by selling 
bonds to New York bond houses, did it not ? 

Mr. Wenze.u. Nothing to do with that: no, no. 

Senator Anperson. No? 

Mr. Wenzeui. As I said, it was an objective study. 
the Tennessee Valley Authority. 

Senator Annerson. As to how it might best be financed ? 

Mr. Wenzetu. As to what the problems were and how they could— 
what could be developed on it later on, so that as a result of my report 
the Government could determine what policy it wanted to adopt. 

Senator Anperson. You are familiar with your report. Did it not 
suggest the possibility of Government financing by securities to the 
bond houses, the sale of securities? 

Senator Krravver. Of other generating plants? 

Mr. Wenzett. No, sir. 

Senator Anprrson. The initial plants in the Tennessee Valley 
Authority. 

Senator Butter. May I ask a question ? 

Senator Kerauver. Let us have Senator Anderson finish. 

Senator Butter. I would like to ask a question pertinent to this in- 
quiry. You granted Senator O’Mahoney that privilege. 

Senator Kerauver. He asked him to describe—— 
Senator O’Manonry. He said he could reconstruct it. 


I made it on 
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Senator Kerauver. The report—his study and report. And then 
we will recognize you, Senator Butler. 

Mr. Wenzeuu. | will have to give you my summary or my recol- 
lection of the report. 

Senator Kerauver. Is there a copy at the First Boston, up there? 

Mr. Wenzewu. No, sir. 

Mr. Dean. This is a government report, sir. We have never had it. 

Mr. Wenzetu. I believe it is available to this committee, if they 
wish it. 

Senator Krrauver. Go ahead and make your summary. 

Mr. Wrenze.u. My report, as I said, was to be a factual and an ob- 
jective report of what the Tennessee Valley Authority was and what 
the Tennessee Valley Authority problems were heading into. 

I showed in the report the size of the Tennessee Valley Authority, 
how it had grown since its inception; what the installed generating 
capacities were at the present time, and what they were projected for 
the next 3 or 4 years. 

I showed that it had started out to be a hydroelectric system, speak- 
ing from the power aspect of it; that the hydroelectric phase of the 
Tennessee Valley Authority had been completed and that for the 
future, I mean definitely in the future, the public-utility system could 
be supplied in one way, and that could be by steam powerplants. I 
tried to make that abundantly clear and showed some ratios and some 
charts which were based on statistics. 

I made some analysis of the operating expenses of the Tennessee 
Valley Authority. 

I made some analysis in connection with the allocations of the 
capital costs and the operating costs as between the so-called multiuse 
facilities for the Tennessee Valley Authority. 

I made an analysis of what the local taxes or the local tax equiva- 
lents were that were paid by the Tennessee Valley Authority. 

I made some general studies, as I recall it, on the facilities other 
than power and other than navigation and flood control, some of the 
fertilizer and other activities of the Tennessee Valley Authority. 

And then I showed—lI tried to show in this report what the prob- 
lems were facing the Tennessee Valley Authority in the future, so far 
as power supply. 

Then I showed that there were several ways in which the Tennessee 
Valley Authority could solve its power problems. One of the ways 
in which the Tennessee Valley Authority could solve its power prob- 
lems was to get the municipalities or the cooperatives or a group of 
cooperatives or the municipalities to form a power district and finance 
themselves with tax-exempt revenue bonds. 

I pointed out the disability that existed in that in the present con- 
tracts that the Tennessee Valley Auhority has with its wholesale cus- 
tomers, including the cities and municipalities and the cooperatives, 
the standard—in which there is a standard clause that prevents or 
prohibits any of its municipal customers from buying power from 
anyone else but the Tennessee Valley Authority, as a condition of 
buying power from the Tennessee Valley Authority. 

I pointed out that I thought that was bordering on antimonopoly. 

T also pointed out that as a second alternative—I am not sure, there 
were three alternatives what the order was—that power could be 
supplied for future requirements at the Tennessee Valley Authority, 





210 POWER POLICY 


at least on the periphery by purchases from the adjacently located 
utility systems. 

I pointed out, also, as a third thing there could be organized a 
generating, special generating companies of the type that ‘had been 
established in the Electric Energy, Inc., and in the Ohio Valley 
Electric Co. 

I pointed out that in my mind the 3 alternatives had a certain dis- 
ability, that they all 3 of them went against the more or less Amer- 
ican concept we had of a utility sy stem, a large power-utility system 
having a so-called service area in which it was given free rein, and 
did not have alternately competitive power supplies. 

And then I developed a plan which with their suggestion down 
there—which I thought would solve or could be used as a model for 
consideration. 

Senator O’Manoney. Did that plan include the organization of 
such a private utility as the Mississippi Valley Generating Co.? 

Mr. Wenze.u. My final plan? No. 

Senator O’Manoney. The plan that you are discussing? 

Mr. Wenzetu. No, I am saying the—— 

Senator O’Manoney. I did not know there were several plans, 

Mr. Wenzeu. One of the three alternatives that I said was of the 
type of the Ohio Valley and the Electric Energy, Inc. 

Senator O’Manoney. And the Mississippi Valley ¢ 

Mr. Wenze.u. This was in September 1953. There was no Missis- 
sippi. 

Senator O’Manonry. It was of the same character. 

Mr. WenzeELL. The Mississippi Valley Generating Co., yes, sir; it 
is of that pattern. 

Senator O’Manonry. That is to say, it was the encouragement 
by the Government of other plants not under Tennessee ‘Valley 
Authority to develop power for the area—that was what you were 
suggesting; was it not ? 

Mr. Wenze.u. One of the three suggestions that I made, all of 
which I qualified by saying I did not think it was the ideal solution. 

Senator O’Manoney. You have made what appears to be a very 
good summary of this report. 

Senator Keravver. He has some other points that he wanted to 
make. 

Senator O’Manonry. Did you have another point? I beg your 
pardon. 

Mr. Wenzetu. As I said, of these three alternate forms of power 
supply, I pointed out that I thought that they got away from the 
concept of a unified service area that was supplied by one entity or 
one coordinated entity, that is, the introduction into that area of 
individual municipal plants breaking into that service, the intro- 
duction of power supply from the outside, on the periphery or the 
introduction of this tvpe of a generating plant, that broke up that 
overall unity. 

Senator O’Manoney. You have described this as an objective and 
factual analysis of the problem. 

Mr. WenzeELL. Yes; that was my intention. 

Senator O’Manonry. It was in that spirit that vou made that 
report ? 
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Mr. WenzeE.w. It was in that spirit solely that I made the report. I 
delivered that report in September of 1953. 

Senator O’Manoney. Do you know of any reason why it should 
be suppressed ? 

Mr. Wasumia. Not in the slightest. 

Senator O’Manonry. So far as 

Mr. WeNzeE.L. I will be very happy to see it made public. 

Senator O’Manoney. If the Bureau of the Budget should make 
it public, should release it to this committee, would you have any 
objection / 

Mr. Wenze.uL. I would be delighted. 

Senator O’Manonery. Thank you very much. 

Mr. Wenze.t. The report will speak for itself, rather than my 
trying to characterize it. 

Senator Kerauver. Senator Butler. 

Senator Burter. Was there anything in that report which showed 
how much it cost the taxpayers of Maryland and other people not in 
the Tennessee Valley Authority to keep that plant operating? 

Mr. Wenzevu. Well, in the analysis I made, in the report of the 
operating results of the Tennessee V alley Authority, I showed some 
figure there; made some comparisons. 

Senator Butter. Will you tell us, this committee, what those costs 
are to the general taxpayer that get no benefit from Tennessee Valley 
Authority ¢ 

Mr. WenzeELL. I would rather not guess at the figures. ‘They are 
in the report. 

Senator Butter. They are in the report ? 

Mr. Wenzeuu. They are in the report. 

Senator Butter. Did the report make any mention at all of the 
fact that the Tennessee Valley Authority had departed from the origi- 
nal concept of being a navigation and flood-control project with 
power being a mere ‘incident—did you touch on that question ? 

Mr. Wenzeuu. I showed that the original concept of the Tennes- 
see Valley Authority was navigation and flood control. And I think 
that there were two other basic factors in it, that it had now swung 
over the period of time, it had swung over to being the biggest power 
system in the United States and it was predominantly steam power. 

Senator Burier. And fighting to become bigger ? 

Mr. WeNzeELL. Yes, sir. It was growing at a tremendous rate. 

Senator Lancer. Just 1 minute, Mr. Wenzell, in preparing that 
report did you confer with anybody from the Tennessee Valley 
Authority ? 

Mr. Wenzewi. Did I? 

Senator oe Yes. 

Mr. WenzeE.u. I did not go to visit the property at all. 

Senator Lancer. Did you talk with Gordon ( ‘lapp or get any evi- 
dence or any figures at all from the Tennessee Valley Authority ? 

Mr. Wenzett. I got all of my information through the Bureau of 
the Budget. 

Senator Lancer. You did not go near the Tennessee Valley Au- 
thority at all or invite them to ascertain what they were doing down 
there at all? 

Mr. Wenze.u. I got all of my figures, as I said, through the Bu- 


reau of the Budget. 
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Senator Lancer. You did not confer with a single, solitary soul 
from the Tennessee Valley Authority, although they are experts in 
the field? 

Mr. Wenze.u. I did not; no, sir. 

Senator Lancer. Were you instructed by someone not to do it? 

Mr. WeNzELL. No, sir. 

Senator Lancer. That is all. 

Senator Burzer. Did the figures you got, Mr. Wenzell, reflect the 
netual operations of the Tennessee \ Valley Authority as reported 
by the Tennessee Valley Authority itself to the Government of the 
United States ? 

Mr. Wenzetx. All of my information, sir, was from the Bureau 
of the Budget. And I assumed that information was accurate. 

Senator Burier. From the Tennessee V alley Authority ? 

Mr. Wenzett. From the Tennessee Valley Authority. 

Senator Burier. So it would not have been necessary for you to 
vo down there to ask what the figures were you had them right in 
Washington ? 

Mr. WENZELL. Yes, sir. 

Senator Lancer. You conferred with other people; did you not? 

Mr. Wenzetu. I conferred with no one except people in the Bureau 
of the Budget. 

Senator Anperson. Asa matter of fact, you would have the Bureau 
of the Budget go out and get the figures and bring them back to 
you, so that your name did not appear in it; did you not ? 

Mr. Wenze... Not necessarily. 

Senator Anperson. Did you not have people from the Bureau of 
the Budget running to the Tennessee Valley Authority steadily for 
figures? 

Mr. WeENzE.L. Not, sir. 

Senator Anprerson. They never went down to get your figures? 

Mr. Wenzetu. I imagine they may have gotten figures for me, 
but they were not running back and forth, so far as I know, sir. 

Senator Anperson. You went to the Atomic Energy Commission 
on January 18 of 1954; did you? . 

Mr. Wenze. Yes, sir. 

Senator Anperson. Who did you go to see? 

Mr. Wenzetu. I went to see Admiral Strauss. 

Senator Anperson. What did you talk to him about? 

Mr. Wenzevy. I went to see Admiral Strauss—the appointment 
was made by Mr. Hughes, to discuss a meeting that was to be held 
2 days later. I think it was on the 20th of January, at which meet- 
ing there was present representatives from public-utilities systems. 

Senator ANpERSON. You understood that Mr. Hughes sent you 
there for the purpose of discussing that with Admiral Strauss? 

Mr. Wenzevt. I think Mr. Hughes made the appointment. 

Senator Anprerson. And when you got there you were taken in to 
Mr. Strauss at about 2 o’clock and left at about 3? 

Mr. Wenzeu. I was there a very short time. I do not remember 
the date, sir. 

Senator Anprerson. You discussed with them the things that were 
going to happen on the 20th? 

Mr. Wenzett. On the 20th, very briefly. I do not think I was 
with Admiral Strauss for more than 10 minutes. 
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Senator ANperson. Did you go back to New York at the con- 
clusion of that meeting? 

Mr. Wenzeut. It is my recollection I returned that same night, 
that is, on the 18th. 

Senator Anperson. Yes. And went to see your partners in the 
First Boston Corp. the next morning? 

Mr. WenzeEux. I was in my office the next morning; yes, sir. 

Senator Anprrson. Then you contacted Mr. Miller? 

Mr. Wenzeuu. Yes, sir. 

Senator Anperson. And decided that he should come with you? 

Mr. WreNzELL. Yes, sir. 

Senator Anprerson. Did you come down here the next day? 

Mr. Wenzeut. I left New York at noon, and as I remember, the 
next day. 

Senator Anperson. And came to Washington, and you went to the 
Atomic Energy Commission at 4 o’clock. It is the meeting Mr. Miller 
could not remember. Do you remember it ? 

Mr. Wenze.t. My recollection of that meeting on the 19th is very 
vague, also. 

Senator AnpErson. Who did you see? 

Mr. Wenzetu. I think I saw Mr. Williams, but I am not positive 
on that, that meeting of the 19th. 

Senator Anperson. Did your sign-in slip show that you did go in 
to see Mr. Williams? 

Mr. Wenzett. That was my recollection. I cannot remember that 
very well being the 19th. 

Senator Anperson. You would not know who you talked to or what 
you talked about? 

Mr. Wenze.u. I think it was Mr. Williams. I think it was Mr. 
Williams. And I think it was a meeting, if I may say, that followed 
my very brief meeting with Admiral Strauss the day before. 

Senator Anperson. It had to do with the same subject ? 

Mr. Wenzeti. The same meeting which was coming up on the next 
day. 

Senator Kerauver. Speak louder, Senator Anderson and Mr. Wen- 
zell. The press is having a hard time hearing. We must recess in a 
few minutes. Let us try to bring this to a point. 

Senator Annrerson. You then went in on the 20th at 10:50 in the 
morning ? 

Mr. Wenzett. At a morning meeting. I think it was 11 o’clock 
appointment. 

Senator Anperson. You left for lunch ? 

Mr. Wenzeu. Yes. 

Senator Anperson. Did you take along Mr. McCarthy, the budget 
officer of Atomic Energy Commission ? 

Mr. Wenzetu. No. 

Senator Anperson. Who did you take along? 

Mr. Wenzett. You mean who went to lunch with me that d: ay ? 
T had with me a Mr. McCarthy, but it was not Mr. McCarthy— 

Senator Anperson. Which McCarthy ? 

Mr. Wenzeti. Albert J. McCarthy, Jr. He was purely a per- 
sonal friend of mine, had nothing to do with Government circles. 

Senator Anprerson. Lives here in Washington? 
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Mr. Wenze. I think he has a place in Washington, but his main 
residence is New York. 

Senator ANpERSON. You came into the Atomic Energy Commis- 
sion on the 8th of February ? 

Mr. Wenzeti. My recollection of the subsequent date is not very 
accurate. IL think I was down at the Atomic Energy Commission 
maybe twice after that. 

Senator ANpERSON. Not very accurate on that date? 

Mr. Wenzewu. I said I cannot—— 

Senator Anperson. Anything about that visit that would have 
impressed it on your mind at all—was there any significance to it— 
you came in to see General Nichols ? 

Mr. Wenzevi. The 8th of February ? 

Senator Anperson. The 8th of February—Do you remember who 
took you in to see General Nichols? 

Mr. Wenzewi. I think there was fairly big meeting. 

Senator AnNpERSON. Yes, sir. 

Mr. Wenzett. I think that it was—TI think Mr. Dixon was at that 
meeting. I am not—— 

Senator ANpEeRsSON. Asa matter of fact, the records show that he was 
your escort; was he not? 

Mr. Wenze.t. You mean we came in together ? 

Senator Anpgerson. No; I mean that you have to have an escort 
when you go to the Atomic Energy Commission building, and Mr. 
Dixon was the official escort. 

Mr. Wenzevt. I do not remember that; no, sir. I do not remem- 
ber that. 

Senator Anprerson. He took you into the meeting ? 

Mr. Wenzewu. I think we came there together. ‘He may have been 
qualified in some way. 

Senator Anperson. Who all was there? 

Mr. Wenzexti. I do not recall that meeting. I think General 
Nichols was there. 

Senator ANpDERSON. Yes. 

Mr. Wenzevi. Possibly Mr. Williams—I am not sure. 

Senator AnpERSON. Who else from the Bureau of the Budget ? 

Mr. Wenze.u. From the Bureau of the Budget? Possibly Mr. 
McCandless was with me. 

Senator Anperson. Who else? 

Mr. Wenzetu. From the Bureau of the Budget, I do not remember 
anyone else. 

Senator AnpeRson. No: in the room. 

Mr. Wenzewi. I think Mr. Cook was there. I think there may 
have been someone else with Mr. Dixon, from his organization. 
Could have possibly been Mr. Canaday—I am not sure. 

Senator Anperson. It was a fairly big meeting, though ? 

Mr. Wenze.u. Eight or ten people as I recall it. 

Senator Anperson. I think it was in Mr. Nichols’ office, or in the 
big anteroom next to it. Did you ever examine the chronology 
released by the oS of the Budget of the meetings that were held? 


Mr. Wenze.u. I do not think I ever made a careful examination; 
no, sir. 
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Senator ANpreRsoN. Would it surprise you to know that that meet- 
ing is not mentioned, either in the Atomic E nergy Commission report 
or the Bureau of the Budget report chronology? 

Mr. Wenzrut. Are you talking about January 20, or the Feb- 
ruary—— 

Senator AnprerRson. The February 8 meeting. The Atomic Energy 
Commission chronology which lists all of the meetings does not list 
that one. 

Mr. Wenze.u. I do not know on what basis the chronology—how 
the records are kept. 

Senator ANperson. The chronology was supposed to have been 
made on the basis of all of the meetings, every detailed piece of in- 
formation, but you were there. What was discussed at that meeting? 
Was it not the financing of this plant?) You and Mr. Dixon went 
there together, did you not 

Mr. Wenzevi. On the 8th of February ? 

Senator ANpERSON. Yes. 

Mr. Wenze.u. Could I go back a little bit on this, Senator, could I 
vo back a little on this thing? 

Senator ANprERsoN. Yes. 

Mr. Wenzew. [ did not keep records or notes of my day-by-day 
meeting. 

Senator Lancer. I submit that this man ought to be able to tell 
what took place at that meeting without going back 3 or 4 months. 
They had a meeting there. He should know what was said and done. 

Senator Kerauver. At some point later on we want to start back, 
meeting after meeting, and get it reconstructed. Our counsel has 
tried to reconstruct these meetings that are not reported. I think it 
would probably be more orderly “and better understood if we started 
in at the beginning of meeting after meeting, which meetings are 
not reported in the “chronology ‘and show what took place. I suggest 
that we might do that in our afternoon session. It is getting a little 
late, 

Senator Anderson, do you want to put those in the record ? 

Senator Anperson. I will put it in the record. 

I will show Mr. Wenzell signed in on the 18th day of January as the 
representative of the First Boston Corp. 

Senator O’Manoney. May I 

Mr. Wenzeuu. I did not make any secret of that. 

Senator O’Manoney. May I suggest that the witness be given the 
opportunity to identify his signature? 

Senator Anperson. Will you identify the signature on that, and 
state whether or not that is your signature, and whether you wrote 
it on there? 

Mr. WeNzewx. It certainly is my signature. 

Senator Kerauver. Did you write “First Boston Corp.” on there? 

Mr. Wenzeu. I printed the whole thing in; yes, sir. 

Mr. Keravver. Is that January 18? 

Mr. Wenzeti. This is January, this is January 18, yes, sir; 1954. 

Senator ANprrson. Is that the occasion on which you went to see 
Admiral Strauss to discuss this financing? 

Mr. Wenzetu. That is the first ; yes, sir. 

Senator ANDERSON. Mr. Hughes made the: appointment ? 

Mr. Wenzert. That is my recollection : yes, sir. 
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Senator Anperson. On August 19, the slip for that date—will you 
examine that and see if that is your signature, January the 19th, I 
mean, I am sorry. 

Mr. WrENzELL. Yes, sir. 

Senator AnpErson. You filled in the form again; it shows the First 
Boston Corp. ? 

Mr. WenzeELL. Yes, sir. 

Senator Anperson. On January the 20th, which was the day of the 
biggest meeting—this meeting, of course, was not a reported meeting— 
on the date of the biggest meeting, will you identify that, on the 
20th of January, and see if you signed in representing the First Boston 
Corp. ? 

Mr. WenzeELL. Yes, sir; I did. 

Senator Anperson. And you filled out the blank yourself, and that 
is your signature at the bottom of it ? 

Mr. WeEnzELL. Now, wait a minute. These first two I filled out, 
by me. And have my signature. This second one is somebody else’s. 

Senator Anperson. The third one? 

Mr. Wenzett. On the third one, on the 20th, it is not my hand- 
writing. It is my signature. 

(The material referred to, Exhibits 18, 19, and 20, follows :) 
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Senator O’Manoney. Mr. Chairman, I would like to make a point 
in the record, that on the given dates in 1954 the witness indicates 
that he signed i in at the Atomic ‘nergy Commission as a representa- 
tive of the First Boston Cor p. and he did it in his own handwriting, 
and that that date was several months after the report of September 
15, 1953—the report which he made to the Bureau of the Budget on 
which there seems to be no copies available, but which he very clearly 
summarized. 

So that the report made to a Government bureau on this record 
made by a vice president of the First Boston Corp., and the text of 
the report which he made has not been made available either to this 
committee or to the joint committee of which you, Senator Anderson, 
are chairman, and which under the law is entitled to receive complete 
information about matters of this kind. 

Mr. Dean. May I just say, Senator O’Mahoney, that that report 
from 1953 is a governmental report and has never been in the files 
of the First Boston Corp. If it were, I would gladly make it available 
to you. I just wanted to get it clear that ‘anything we have you 
may have. 

Senator O’Manonry. I am very happy to have your testimony, sir, 
that you would gladly make it available. 

Mr. Dean. Yes, sir. 

Senator O’Manoney. Do you know of any reason why the Bureau 
of the Budget should be ashamed of the report ? 

Mr. Dean. No, sir; I would be delighted to have the report made 
completely public. 

Senator OM. HONEY. Will you make that recommendation, sir ? 

Mr. Dean. I will be delighted to recommend to the Bureau of the 
Budget that the report be made public. Of course, I am only a private 
citizen and they are a governmental bureau. 

Senator O’Manonery. Would it be asking too much if you would 
make that recommendation to Mr. John Foster Dulles with the special 
request that he make it also to President Eisenhower ? 

Senator Keravuver. I think that we would make this clear, in the 
letter of Mr. Hughes to me as chairman of the committee after the 
staff went down to see the reports, it is specifically said that the 
President had ordered that the report of September 1953 not be made 
available to the committee. 

Senator Burier. This particular report? 

Mr. Kerrrer. Yes, sir. 

Senator Burter. My information is—have you asked for the report ? 

Senator Krrauver. Yes, asked for it specifically, and we have the 
letter here. 

Mr. Dean. I think that Mr. Wenzell is authorized by Mr. Hughes 
to make the report public, if the committee will request it. 

Senator Kerauver. We have been trying to get it. We requested it 
specifically. 

Senator Butter. I can have an answer to that in an hour or so. 

Senator Keravver. Let us get along with the identification. 

Senator O’Manoney. Let us make it a matter of record. I would 
like to have the attention of Senator Butler. 

Senator Keravuver. Yes; all right. 

Senator O’Manonry. Would you be good enough to make that as 
a motion that the committee request production of that report? 
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Senator Burxer. I will do even better than that. I expect to be in 
the White House within the next 10 or 15 minutes. I will personally 
ask that the report be made public. 

Senator O’Manoney. Very good. 

Senator Kerauver. I think the record should show that the com- 
mittee has already requested it. Mr. Hughes agreed to furnish it. 
The committe staff asked for it. They were turned down. The letter 
came from Mr. Hughes, which we will read into the record later; let us 
identify these exhibits. 

Senator ANperson. I only want to add one or two more. This one 
is a meeting of February 8, attended by 8 or 10 people. Do you recog- 
nize your signature on that ? 

Mr. Wenze.u. Yes; I do. 

Senator Anperson. Are you listed as a representative of the First 
Boston Corp. ? 

Mr. Wenzetu. I am; yes, sir. 

Senator Anperson. Did you fill out the blank ? 

Mr. Wenzett. I filled out the blank on that one; yes, sir. 

Senator Anperson. May I turn now to the date of February 23, 
when the big meeting was held, in which the letter resulted a couple 
of days later, and ask if you went to the Atomic Energy Commission 
on February 23. 

Mr. Wenzevu. Apparently I did. 

Senator Anprerson. Was Mr. Dixon your escort again ¢ 

Mr. Wenzety. I think I went with him. 

Senator ANperson. Do you know what you went to see? 

Mr. Wenzetu. I think it was General Nichols. 


Senator Anperson. The blank shows that you went to see General 
Nichols. Again you have signed as a arenas of the First 


Boston Corp. What did you discuss with 
You identify this as your signature ? 
Mr. Wenzetu. That is my signature; yes, sir. 

Senator AnpERson. Did you fill in the blank? 

Mr. Wenzetn. Yes, sir. 

Senator Anprrson. Including the statement you represented the 
First Boston Corp. ? 

Mr. Wenzeti. Which I have done in all of them; yes, sir. 

Senator ANprerson. What did you discuss with General Nichols 
that day? 

Mr. Wenzetu. This was on the 23d? 

Senator Anperson. On the 23d. 

Mr. Wenzety. [ think it : as just a few days before the first pro- 
posal. Mr. Dixon and Mr. Yates had been there. There may have 
been some pinpointing or some discussions on some features of that 
proposal, 

Senator Anprerson. I have only one more of these. I will not ask 
any questions about the meeting, but I was trying to fix this date of 
March, where you left here, and I ask you to examine this blank, and see 
if you signed that one as well; is that your signature ? 

Mr. Wenzetx. That is my signature; yes. 

Senator Anperson. Mr. Chairman, this is an admission to the 
Atomic Energy Commission on the 3d day of April, in which, as a rep- 

65950—56—pt. 115 


eneral Nichols that day? 
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resentative of the First Boston Corp. you went in to see General 
Nichols. 

Senator O’Manoney. That was 1954? 

Senator AnNprErRsoN. Yes. 

Senator Krravuver. Let us have these marked as exhibits. 

(The AEC admission slips were marked as “Exhibits 21, 22, and 
23” and will be found in the files of the subcommittee.) 

Senator Kerauver. Do you have some other exhibits? 

Senator ANpErson. No. 

Senator Kerravver. For the record, Mr. Hughes’ letter of June 
28, 1955: 

Under the circumstances we have also reviewed the report which Mr. Wenzell 
made as an adviser on September 5, 1953, and find that it has nothing to do with 
the Dixon-Yates contract, and is a confidential document under the general ruling. 
Therefore, it cannot be made available to your committee. 

Senator Butler, you are going to endeavor to get it? 

Senator Butter. Yes. 

Senator Kerauver. We will recess at this time. 

We will stand in recess until 2:15 in this room, unless there is a 
notice to the contrary. 

(Whereupon, at 12: 30 p. m., the subcommittee recessed, to reconvene 
at 2:15 p. m., of the same day.) 


AFTERNOON SESSION 


Senator Keravuver. The committee will come to order. 
I think in order to keep the testimony in as close chronological order 
as possible so that the testimony about one subject will appear at once 


place in the record, after Senator Gore clarifies a matter that he has 
checked the records on, and after Senator Anderson clarifies about ex- 
pense charges or fees, then if Senator Butler or Senator Langer have 
any matters to clarify, they may do so, but if there is no objection I 
would Itke to have the hearings in this order so far as Mr. Wenzell’s 
testimony is concerned: First, what the First Boston Bank is; what its 
business is; what his connection with it is; the extent of the activity 
of the First Boston Corp. And then, second, take up his first period 
as a consultant at the Bureau of the Budget from May to September 
1953. And then we will come to the second period and try to take it 
day by day. And then with all the Senators present, we won't leave 
anything until everybody has had a chance to ask questions about it. 

[ will now recognize Senator Gore for the purpose of clarifying a 
matter that came up this morning. 

Senator Gorr. At your suggestion, Mr. Chairman, I asked the 
stenographer to review his notes, and he has transcribed from his notes 
in his own handwriting these questions and these answers, the ques- 
tions by Mr. Gore to Mr. Dean: 

Question, Mr. Gore. Do you know whether the advice was to be on a general 
policy or upon a specific problem? 

Answer, Mr. DEAN. It was my understanding from my conversations with Mr. 
Wood that it was a general matter. 

Question. Mr. Gore. General policy? 

Answer. Mr. Dean. Yes. 

That is all, Mr. Chairman. 

Senator Krravuver. Senator Anderson. 
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Senator ANxperson. Mr. Wenzell, I spoke earlier of this item in the 
Ebasco Services, Inc., report w hich, as I pointed out in the contract, 
the companies say they know is an accurate statement. And it is show- 
ing working capital of $345,000, and says: 

This figure consists of estimated requirements for organization and financing 
expense. 

Mr. Wenze.u. You say working capital? 

Senator Anperson. Working capiti al is $2 million, and the other 
capital required was $345,000. “And it says: 

This figure consists of estimated requirements for organization and financing 
expense. 

This is page 12 of the Ebasco memorandum. Have you any idea 
what was involved in that $345,000? 

Mr. Wenzetu. No; I didn’t see that figure. 

Senator Anperson. Have you ever seen that figure broken down ? 

Mr. Wenze.u. I don't recall that I have. 

Senator ANperson. There was never a discussion as to the size of 
the fee which might have been paid to the First Boston Corp. ? 

Mr. WEeNzELL. Never with me: no, sir. 

Senator Anperson. Would any other officer of the company have 
had that discussion? This thing has been discussed steadily since 
the meeting when this press release was issued. We have been re- 
ferring to the fact that a good many of the partners were there, and 
they were worried about Senator Hill's speech. Did any of them vol- 
unteer any information about this 4 

Mr. WenzELL. Not that I know of. 

Senator Anprerson. I now refer to page 10 of the Atomic Energy 
Commission proposed contract to Mississippi Valley Generating, in 
the item which was called “Supporting data.” This was prepared i in 
October 1954. 

Mr. Wenze.t. This is the April 10 proposal, sir? 

Senator Anperson. No. I am coming to April 10 again. I ask you 
if you knew this figure at all. I go back to October 1954. And I find 
this there, that the $340,000 is broken down into three items: “Docu- 
mentary stamp taxes and issuance taxes,” $145,000; “Legal fees,” 
$125,000 ; “Other fees and expenses,” $75,000. Do you know what that 
$75,000 was? 

Mr. Wenzett. I can’t tell—I could guess at the thing. 

Senator ANpErRsON. What would your guess be? 

Mr. WreNzELL. I would guess that that had in contemplation a fee. 

Senator ANnbEeRsON. Do you know who it was contemplated would 
get that fee? 

Mr. Wenzevu. This was in October ? 

Senator Anperson. October of 1954. 

Mr. WenzeELL. I would assume that that was the two firms that had 
arranged the bank—— 

Senator ANperson. The First Boston Corp. and Lehman Bros. ? 

Mr. Wenzewv. I would think so. 

Senator ANberson. That total is $345,000? 

Mr. WENZELL. Yes. 

Senator Anprerson. Now, in April of 1955, when the contract with 
the banks was signed, when the contract with the insurance company 
was signed, there is a reference to this memorandum of Ebasco, and 
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the Ebasco figure carries $345,000 for financing charges. So that in 
April of 1955 the $75,000 for the First Boston Corp. and Lehman Bros., 
was still in the bill, was it not ? 

Mr. WENZELL. Appar ently ; yes, sir. 

Senator ANDERSON. That is all, Mr. Chairman. 

Senator Keravuver. Senator Langer, any questions ? 

Senator Lancer. I have no questions, thank you. 

Senator Keravver. Senator Langer, in the hearings yesterday—— 

Senator Lancer. Maybe Senator Butler has some questions. 

Senator Keravver. I will call on Senator Butler, but I did want 
to get one point clarified before I called on Senator Butler. 

Senator Langer, in the hearings yesterday you brought out an 
important point, that on July 1, 1954, this committee had hearings 
on the Dixon-Yates matter here. Several days prior to that time 
certain witnesses were subpenaed by the then counsel of the com- 
mittee, Mr. Sidney Davis, among whom were Mr. Edgar Dixon and 
Mr. Yates, a Mr. England, and a number of other witnesses. These 
subpenas were served upon them about a week before June 30, when 
they were required to come. I am advised that they brought some 
books, and that in the books and records they brought the examination 
did not reveal anything about the First Boston “Corp. I have not 
been able to reach Mr. Davis. But the point that I thought the record 
should show was that these gentlemen had been subpenaed before 
June 30 to appear here, and then did appear, pursuant to those sub- 
penas. And there is a letter to Mr. James, who is counsel for Mid- 
South, and George O. Roberts, who is also counsel for Mr. Yates in 
the matter, which letters will be made a part of the record as exhibits 
23 and 24. 


(The documents referred to were marked “Exhibits 23 and 24.”) 

Senator Keravver. Senator Butler, do you have any matters you 
wanted clarified ? 

Senator Burier. Mr. Chairman, I would like to read a memo- 
randum from Mr. Rowland Hughes, Executive Office of the President, 
Bureau of the Budget, Washington 25, D. C., July 8, 1955, memoran- 
dum for Senator Butler: 


Pursuant to our conversation this noon, I am enclosing herewith a copy of 
the report on TVA delivered by Mr. Wenzell to the Director of the Bureau of the 
3udget in the fall of 1953. It is my understanding that you would like to take 
a copy of the report to Mr. Wenzell, and you have informed Mr. Wenzell that the 
President has indicated in his press conference of July 7, 1955, his wiillingness to 
have Mr. Wenzell make the report publicly available if he so desires. 

Row LaAnp Hucnes, Director. 

And the enclosure is a copy of the report which I have delivered to 
Mr. Wenzell. 

Senator Kerauver. Mr. Wenzell now has the report ? 

Senator Butter. To make such use of as he may deem advisable. 

Senator Krerauver. Very well. Undoubtedly he will be questioned 
about the report during the course of the afternoon. 

Senator Butter. I presume the chairman would like to make it a 
part of the record. 

Senator Keravuver. The report will be made exhibit 26. Let it 
be marked. 

(The document referred to was marked “Exhibit 26.’’) 
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Senator Kerauver. Mr. Wenzell, could we see the report at this 
time? Mr. Wenzell, I think the record should also be clarified on 
this point. This is a lengthy report, and we do want to get it out 
to the public as soon as possible, but we will have to develop it to see 
what is in it first. 

This morning you testified about the 3 general recommendations, or 
the 3 general methods that you thought could be used to have the 
power users in the Tennessee Valley get electricity. You said first 
that. utilities in the cities could erect their steam-generating plants; 
and second, on the perimeter or periphery of the TVA area they 
might buy power from other companies; third, that the OVEC— 
no, the EEI plan, similar to the Dixon-Yates plan—might be used. 
But you had some qualification as to all of these plans, and you urged 
that there was some objection to all of them, and that you had an 
overall fourth idea about the matter which you never did develop. 
Is that substantially correct? 

Mr. WENzELL. Yes, sir. 

Senator Keravver. Do you want to tell us before we start back as 
to what the First Boston Corp. is, and your connection with it, what 
that fourth plan was? 

Mr. WENzELL. I don’t quite understand your question. 

Senator Kerauver. What that fourth matter was that you were 
talking about; the fourth alternative. 

Mr. WENzELL. You spoke about the First Boston Corp. 

Senator Keravuver. I say, later on we are going to try to start back 
and get your testimony in better chronological order by starting back 
with the First Boston Corp. But before we do that, will you tell us 
what you were about to tell in connection with the first alternative. 

Mr. WenzeELu. As I mentioned this morning, I brought out those 
three various plans that were used here. And I pointed out that 
all three of those plans in my opinion had the disability generally 
that they didn’t go along with the general concept we have in this 
country ofa utility sy stem being in an overall service area and giving 
full integrated service in that area from generation down to trans- 
mission and distribution to the customers, that bringing in an addi- 
tional power supply by a municipal plant or by large blocks of power 
peing sold on the periphery, the creation of separate generating com- 
panies changed that overall concept. That is mentioned in my report. 

Now, my general feeling which was developed in here as a solu- 
tion of the thing, of this whole TVA problem, was to keep it together, 
to keep it together as one unit down there. And my suggestion 
there was that. one, all of the hydroelectric plants in the TV rh SVs 
tem that were so-called multipurpose plants down there be left as 
they are in the existing TV system; that so-called single-purpose 
plants for dams, and plants which are relatively minor compared 
with the multipurpose plants, plus all the transmission lines, and all 
the substations, and all the steam plants, be segregated and put. into 
a separate entity; that that entity be put in the form—I can’t re- 
member what detail I went into—but put in the form essentially of a 
corporation that would be on a fully taxpaying basis; it w ould not 
be sheltered in any way from a regular corporate organization, would 
pay all the local and whatever Federal taxes there might be; and 
that that corporation would at the outset be owned entirely by the 
Federal Government; and that to take care of future expansion, fu- 
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ture generating needs of this integrated area, that securities be sold 
by this corporation owned by the Government, but securities with- 
out guaranty, straight obligations of this corporation here, and in 
some conventional pattern of capitalization, some conventional utility 
capitalization, with adequate equity; and that this same corporation 
then would take the output of all the existing dams, the multi- 
purpose dams, and buy that output from them oa contracts, which 
would recognize the cost, the investment cost, on those dams, and on 
an interest rate which would be comparable to long-term Government 
credit, and would be amortized over a period of something like 40 
years, so that there would be a definite program of getting the re- 
turn back to the Government on those investments; and as the sys- 
tem grew and expanded and the needed additional capacity, as any 
utility area does, the growth down there would naturally and nor- 
mally be supplied with new thermal plants or steam plants; that this 
would be an overall solution of this whole problem, take it out. 

That was generally the way I would up my recommended plan on 
that thing. 

Senator Kerauver. That is set out in this report ? 

Mr. WeNzELL. That is set out in this report? 

Mr. WeENzELL. That is set out in it, yes, sir. 

Senator Kerauver. Let’s see if I can very briefly restate that recom- 
mendation: that as to the multipurpose dams, such as Chickamauga 
Dam at Chattanooga, which is used for power, flood, and navigation, 
that they be left in the TVA as is; that as to the power dams, where 
there is a hundred percent allocation of power, such as Douglas and 
certain other dams, and the steam plants, and the transmission lines, 
that they be sold to another corporation which would be created or 
transferred to another corporation, which corporation in turn would 
issue bonds to be purchased by the public. 

Mr. Wenze.u. And capital stock. 

Senator Kerauver. And capital stock, set up just like a private 
corporation. 

Mr. Wenzetx. On the conventional pattern, yes, sir. 

Senator Kerauver. On the conventional pattern of the private cor- 
poration. And that that corporation, in addition to issuing bonds 
and capital stock on this asset, would also purchase the power from 
the multipurpose dams, and have charge of the transmission of the 
power. 

Mr. Wenzett. That is right. 

Senator Krrauver. Is that right? 

Mr. Wenzeww. That is right, to this area it is now supplying, right 
in this whole area. 

Senator Kerauver. Very well. 

Any questions from any Senators about this fourth plan? 

Senator Anperson. Mr. Chairman, that is what I meant earlier 
when I asked if this was not a program for bond houses to have an 
opportunity to sell the securities. Maybe I stated it too broadly, but 
it did involve the conventional handling of securities by bond houses 
instead of the usual financing through Cemmennesth bonds. That was 
the purpose of my question earlier, and I had reason to be sure that 


that was what was in this report, if someone who had had something 
to do with it had that impression. 
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Senator Krerauver. In other words, like the World Bank, or like 
some other corporation, they would issue capital stock and bonds 
which you or Lehman Bros. or some other bonding company would 
place with insurance companies, and it would be handled in that con- 
ventional way. Is that right? 

Mr. Wenzeuut. This was all in an effort to get this off the back of 
the Federal Government. 

Senator Kerauver. And that would also be the result of the second 
or third alternative of the EEI or Dixon-Yates type of plan, that 
would be the result of that alternative too? 

Mr. Wenzett. All three of them, sir. 

Senator Kerauver. Do you have a fifth alternative of letting the 
TVA operate as it was formed to operate and carry on its business 
as it was set up by Congress? 

Mr. Wenzewu. This was to take care of the change in the overall 
TVA picture from a bydroelectric system to a steam system. 

Senator Keravuver. I mean, did you make any recommendation with 
reference to allowing the TVA to continue to operate as the TVA 
already had operated, or had you premised your study on the fact that 
there was some new policy that was going to be put into operation? 

Mr. Wenzevi. These were just suggesions, Senator, to the Bureau 
of the Budget as ways and means of accomplishing something so that 
when a determination of policy was to be made they might | use this 
in considering their policy decision. 

Senator Krrauver. What I wanted to get at on the subject matter— 
all of your alternatives created a change i in the present policy under 
which the TVA had operated since 1933, that is, of having its own 
hydroelectric facilities and steam plants, and furnishing electricity 
to the cities and the cooperatives. This contemplated a change in 
that policy ? 

Mr. Wenzev. That is right, brought about essentially by the fact 
that hydroelectric end of it had come to an end, and from here on 
out the only way of supplying this power would be normally with 
thermo plants. 

Senator Kerauver. Did you consider and report on the question 
that the TVA could build steam plants and continue to furnish power? 

Mr. WenzeLL. Well, they were already doing so, Senator. 

Senator Keravver. But your report and recommendations contem- 
plated a change from that policy, that is what I mean. 

Mr. WeNZELL. Yes. 

Senator Kerauver. Change it from the conventional TVA policy ? 

Mr. WenzELL. From the past policy. 

Senator Keravver. Of the past? 

Mr. WENZELL. Yes, sir. 

Senator Kerauver. Any questions about that from any members 
of the Senate? 

(No response. ) 

Senator Krrauver. Now, we will go back, I think, at this time to 
the organization of the F irst Boston Corp., and direct our questions 
to that. 

Senator Gore. Mr. Chairman, I might note that from Mr. Wenzell’s 
brief description of his plans for the TVA, and the summary which he 
gave in the forenoon, it would appear that the policy he recommended 
was followed both with respect to the Dixon-Yates contract, and also 
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with respect to the Budget Director’s position on the refinancing plan 
which the TVA Board submitted but to which he would not agree 
except with extensive amendments. So it would appear that Mr. 
Wenzell has not only been an adviser on policy, but perhaps the maker 
of the policy. 

Senator Keravver. I think it is quite apparent that this study of 
Mr. Wenzell’s had a very substantial influence upon what has hap- 
pened since that time. 

Now, to get back to the First Boston Corp., Mr. Wenzell, I will 
read a brief statement taken from one of the financial records, and ask 
you if this is a correct general recital of what the First Boston Corp. 
is: It was incorporated in 1932 in Massachusetts, with the First 
National Bank of Boston owning all of the stock. Is that correct? 

Mr. Wenze.u. That is correct. 

Senator Krerauver. Pursuant to the requirements of the Banking 
Act of 1933, the First National Bank of Boston sold the shares 
through subscription offer. Is that correct ? 

Mr. WENzELL. That is correct. 

Senator Krerauver. At the same time it acquired the right to the 
name Harris Forbes, and the goodwill of the securities business of 
the Chase-Harris Forbes companies, is that right ? 

Mr. Wenze1u. I think it is; yes, sir. 

Senator Keravuver. During 1946 it acquired, or merged with, Mel- 
lon Securities Corp., is that correct. 

Mr. WENZELL. Yes. 

Senator Kerauver. According to a report this— 


broadened the field of activity to include industrial financing; the company also 
provides advisory services on corporate capitalization and financial program- 
ing. 

Is that correct? 

Mr. WENzELL. That is generally correct; yes, sir. 

Senator Kerauver. Richard Mellon, and his sister got 112,500 


shares of class A capital stock, and 46,773 shares of preferred stock. 
Is that correct ? 

Mr. WENzELL. I believe so. 

Mr. Dean reminds me that that preferred stock has been redeemed, 
it is no longer outstanding. I don’t know what the date of that 
memorandum from which you are reading is. 

Senator Kerauver. What I am referring to here, this is as of the 
time Richard Mellon and his sister got the stock. 

Mr. WENzELL. 1946? 

Senator Kerauver. Yes. 

Mr. WeENzELL. It has since then been redeemed. 

Senator Keravuver. This gave them all of both these issues. Class 
A stock has no voting power while owned legally and beneficially 
by Mellon or his sister. 

Mr. Wenzett. That is correct. 

Senator Keravuver. If not so held it will be convertible share for 
share into capital stock. The entire preferred was redeemed in 1950 
at $100 per share plus dividends. 

Mr. WENzELL. Yes. 

Senator Kerauver. Company’s auditors are Haskins & Sells, ac- 
countant for Electric Bond & Share, former subsidiary, located in the 
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Ebasco Building, accountant for Middle South Utilities, the Dixon 
company, which also has its offices at the No. 2 Rector Street address. 
Are Haskins & Sells your accountants ¢ 

Mr. Wenzey. They are; yes, sir. I don’t know where their offices 
are. 

Senator Kerauver. Registers, First National Bank of Boston, City 
Bank, Farmers Trust Co., Transfer Agents; is that correct 

Mr. Wenze.u. | assume it is. 

Senator Kerauver. Old Colony Trust Co., Chase National 
Bank—— 

Mr. Wenzewt. I assume that 1s correct. That could very easily be 
ascertained. 

Senator Kerauver. The information we have here is that your 
principal office is at 100 Broadway, New York City. 

Mr. Wenze.z. That is correct. 

Senator Krrauver. And that you have branch offices in Boston, 
Pittsburgh, Cleveland, Philadelphia, Chicago, and San Francisco? 

Mr. Wenzext. I think that is a complete list; yes, sir. 

Senator Krerauver. Now, you came with the First Boston Corp. at 
what time, Mr. Wenzell ? 

Mr. Wenzetx. In 1939—well, the First Boston—could I just go 
back to one thing? There is one thing in your statement that should 
be clarified. The First Boston Corp., I think your opening statement 
was that it was formed in 1932; incorporated in 1932. 

Senator Kerauver. Incorporated in 1932 in Massachusetts, with 
First National Bank of Boston owning all the stock. 

Mr. Wenzev. It wasn’t until 1934 that it became active, when that 
stock offering you referred to took place, and when the ownership 
passed from the First National Bank of Boston to the general public. 
And that is the time when I went to work for it, in the spring of 1934. 

Senator Krrauver. At the time it acquired the right to the name 
Harris Forbes and the goodwill of the securities business of Chase- 
Harris Forbes Co. ? 

Mr. Wenzeti. That was that same time. 

Senator Kerauver. That was the time you went to work for it? 

Mr. WeNZELL. Yes, sir. 

Senator Kerauver. In 1934? 

Mr. Wenzetu. Yes. 

Senator Kerauver. Then you were one of the original ones in the 
company as we know it today ? 

Mr. Wenzeti. Exactly; yes, sir. 

Senator Keravuver. And during that time—how long have you been 
a vice president of First Boston ? ; 

Mr. Wenzeiu. From the inception, from 1934, until the Ist of 
June of this year. 

Senator Krravver. And in addition to being a vice president you 
are a director ? 

Mr. Wenze.t. I was. 

Senator Keravver. Until you resigned ? 

Mr. Wenzett. I was not a director that entire period. I became a 
director sometime after 1934. 

Senator Krrauver. You have been a director 10 years, I believe. 

Mr. Wenzeiu. At least that; yes. 
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Senator Kerauver. Or more. And I believe you were the fourth of 
the vice presidents; were you not? 

Mr. Wenzext. I don’t understand. 

Senator Kerauver. You the fourth-ranking vice president ? 

Mr. Wenzeti. No; I don’t know—I can’t answer your question, 
because there is no—because there are many more than four vice 
presidents, that is all. 

Senator Anperson. Can I clear up one phrase he is using? 

Senator Kerauver. Senator Anderson. 

Senator ANpErson. You said “resigned June 1.” Did you not 
retire? 

Mr. WenzELL. I retired as vice president; resigned as a director. 

Senator Anperson. You retired, you had a retirement program 
built up? 

Mr. WeENzELL. Yes. 

Senator Anperson. Are you drawing retirement benefits ? 

Mr. Wenze.x. Not until 4 years from now, until my age of 65. 
I am 61. 

Senator Krerauver. Mr. Wenzell, in all of your discussion we will 
talk about up to the time you retired to go to the World Bank. 

I have here the Investment Digest of January : 31, 1955, in which 
it gives all the biggest investment bankers in the Nation. According 
to this, Mr. Wenzell, the business you did and the securities you 
placed, or the First ‘Boston placed, during that year, was $1.253.- 
346,000, which seems to be the largest of any of them except Halsey, 
Stuart & Co. Would you think that was right ? 

Mr. WenzeLL. I believe so; yes, sir. 

Senator Krrauver. You are larger than Lehman Bros. or Dillon, 
Read, or Morgan & Stanley or any “of these others? 

Mr. Wenzewt. We were for that particular period, yes; ute that 
particular period and for those items that were listed in those cate- 
gories. None of these firms do exactly comparable business. 

Senator Kerauver. The specialty of your firm is utility bond place- 
ment; isn’t that correct? 

Mr. WeNzELL. No, sir; I wouldn’t say that at all. 

Senator Kerauver. Electric companies? 

Mr. Wenzetu. No, sir. We are very broad. 

Senator Keravuver. In looking over a list of sixty-odd com- 
panies on the back of your 1954 report, 30 out of the 50 listed are 
electric companies. Is that right? 

Mr. WenzeELL. That sounds right. 

Senator Krrauver. So you do specialize in—while you do have a 
broad coverage selling finances or bonds issued by cities, States, all 
kinds of corporations; you do have a specialty of electrical-power se- 
curities; do you not ¢ 

Mr. WenzELL. We have always done a large business in the electric- 
utility companies such as you mentioned. But we also have a very 
large and important, and you might say—I say “we,” I am referring 
to the First Boston Corp.—a large and important and profitable mu- 
nicipal business, and a large and very profitable Government-bond 
business. 

Senator Kerauver. Mr. Wenzell, in carrying the securities that 
your company issued with those of other companies back through 5 
or 6 years, in the Investment Dealers Digest from the Library of 
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Congress a general comparison indicates that you handled more se- 
curities of electric companies than any other company in the invest- 
ment-banking business. Do you think that is correct? 

Mr. Wenzett. I wouldn’t know whether that would be true year 
in or year out. It might be true at certain times. 

Senator Krerauver. Anyway, you are one of the large ones? 

Mr. Wenze.. One of the prominent ones. I don’t ; think there is 
anything in those statistics to show the volume of the Federal Gov- 
ernment bond business and the agencies of the Federal Government. 

Senator Krravver. Of course, the Federal Government issues more 
bonds than any of them, I guess. 

Mr. Wenze.u. And First Boston is one of the largest houses in dis- 
tributing Government bonds. 

Senator Kerauver. They seem to list all of the private and public 
corporate bodies that you have issued securities for, and they have 
the others listed here from the other companies. 

Mr. Wenzeti. I don’t think there is anything in those lists having 
to do with any of the obligations of the Federal Government. 

Senator Krerauver. You do sell in the market some of the obliga- 
tions of the Federal Government ? 

Mr. Wenzet.. We have a tremendous business in that; yes, sir 

Senator Keracver. . tremendous business in that ? 

Mr. WeENzELL. Yes. 

Senator Kerauver. And a tremendous business of States and mu- 
nicipalities / 

Mr. WENzELL. Yes. 

Senator Keravver. What is the fee that you charged on Govern- 
ment issues of the Federal Government? 

Mr. Wenzevi. I have never had anything to do with the Govern- 
ment bond end of the First Boston business. I don’t know what the 
fees are. 

Senator Burter. The Government doesn’t pay a fee anyway. 

Mr. Wenze.u. 1 mean in the day-to-day business that goes on. 

Senator BurLter. You get a fee from the seller ? 

Mr. WENzELL. Yes. 

Senator Kerauver. What fee do you get when you sell ? 

Mr. Wenzeti, The commission on Government bonds? 

Senator Kerauver. Yes. 

Mr. Wenzevz. They are small. I don’t know what they are. They 
are very easily ascertainable, but I just don’t know. 

Senator Keravver. There are just three issues that I wanted par- 
ticularly to ask you about. 

In 1953 you had two issues for the Georgia Power Co. Do you 
remember those / 

Mr. WeNzELL. Not specifically. No; I don’t remember them spe- 
cifically. 

Senator Kerauver. Let me go over them again. 

In the report here you have an issue for the Arkansas Power Co., 
which is Mr. ig es s Mid-South Co., in 1954. 

Mr. Kererre. I don’t believe it was 1954, Senator; it was earlier. 

Senator Krerauver. It is marked here. 

Mr. Wenze.y. That was the Arkansas Power & Light Co. ? 

Senator Kerauver. Yes. 

Mr. WeEnzeExL. An issue of bonds? 
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Senator Kerauver. Yes. 

Mr. WenzeEtx. Yes, sir. 

Senator Krrauver. And then you had two issues of the Georgia 
Power & Light Co., which is Mr. Yates’ Southern Co.’s subsidiary, 
in 1953 % 

Mr. WENZELL. Yes, sir. 

Senator Kerauver. Do you remember those ? 

Mr. WENzELL. Well, only the fact that both of those companies— 
the securities are sold competitively, and we were listed in those years 
as having been the issuer of those bonds. We bought those bonds 
through ‘competitive bidding. 

Mr. Keerrr. | shall refresh your recollection. They are listed in 
the directory, and Mr. Linsley testified to them. 

Mr. WENZzELL. We had them, but we bought those bonds in public 
competition; they were sold competitively. 

Senator Keravver. And then in the manual here we have that in 
1952 you issued, or acted as a financial agent for the issue of, certain 
securities for the Idaho Power Co. 

Mr. WenZELL. In what year was that ? 

Senator Krravuver. 1952. 

Mr. WENZELL. Securities for the Idaho Power Co., if we bought 
them at that time, were also purchased competitively at public bidding. 

Senator Krravver. But you had done business with Mr. Dixon's 
company and Mr, Yates’ companies, or subsidiaries, on several occa- 
sions prior to the matter of the Dixon and Yates contract ? 

Mr. WENzELL. Yes, sir. 

Senator Keravver. And you knew both of them personally ? 

Mr. Wenzetx. I knew Mr. Dixon personally, and I have known 
Mr. Yates personally for many years, Mr. Dixon for a somewhat 
shorter period. 

Senator Keravver. You had done business with them prior to that 
time ? 

Mr. WENzELL. Practically all of the business with those companies 
were sales of securities that were put up for public bidding. 

Senator Kerauver. Mr. Wenzell, as part of your salary— -first, 
First Boston Corp.—are you one of the stockholders, or were you a 
stockholder in the First Boston Corp. ? 

Mr. WENzELL. I own a modest amount of stock; at least, my wife 
does. 

Senator Kreravver. And on that stock would you receive dividends 
each year / 

Mr. WeNzELL. Yes, sir; when the dividends were paid. 

Senator Kerauver. And what kind of stock is it, Mr. Wenzell ? 

Mr. WeNzELL. It is common stock. 

Senator Kerauver. And do you mind telling us how much the com- 
mon stock pays? 

Mr. WENzELL. I should be able to tell you that—— 

Senator Kerauver. About how much? 

Mr. Wenze.t. It is in the last annual report. 

Senator Krrauver. Your wife owns some stock. And do you own 
some stock also / 

Mr. Wenzeti. No. The stock is held in my wife’s name, a small 
amount, a couple of hundred shares. 
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Senator Krracver. Did you also receive a commission or an adjust- 
ment, in addition to your salary, on the amount of business done this 
vear 

Mr. Wenzect. Well, as Mr. Miller testified the other day, at the end 
of the year we have a thing called adjusted compensation, which is 
added to your regular salary on there. And how it is made up, I am 
sure I don’t know. 

Senator Krrauver. I suppose it is adjusted—if you have an un- 
usually good year and get a lot of business, then you get more adjusted 
compensation; if you have a poor year, then you get less adjusted 
compensation ? 

Mr. Wenze.i. That is one theory of it: yes, sir. 

Senator Krrauver. That is the way it is supposed to work out 4 

Senator Anperson. Mr. Chairman, I think it is unusual. Here is a 
man that is an officer of the company, and has been on the board of 
directors, and doesn’t know the system under which they pay bonus 
pay. Lam connected with a corporation, too. I know how they pay 
bonus pay. Do you? 

Mr. Wenze.x. It is fixed by a salary committee, made up of thy 
executive committee, 

Senator Anderson. Do the directors approve it / 

Mr. Wrenzetr. Approve it in blank, yes. When it is all done, the 
directors put it up and vote for it. But the formula on it has never 
been exposed to me. 

Senator Anperson. What is your obligation asa director? Are you 
allowed to make statements in blank, without the director knowing 
what they are / 

Mr. Wenzect. Without knowing what the formula is; yes, sir. ° 

Senator OManoney. Is it a secret transaction / 

Mir. Wenzeiu. It was secret as far as 1 was concerned. 

Senator O'Manonry. Is it secret with respect to other officers ? 

Mr. Wenzeti. I can’t speak for the others. 

Senator OManonry. What was your position; first vice president / 

“fr. Wenzect. Iwasa vice president ; yes, sir. 

Senator O’Manionry. How many vice presidents were there / 

Mr. Wenzeti. Well, on the annual report, 15 or so, 1 would thin! 

Senator O’Manonry. Were they all in the dark, as you were ? 

Mr. Wenzeiyt. I wouldn’t know. 

Senator O'Manonry. Don’t you think this is a rather string 
picture you are drawing for us, that an executive who was chosen b; 
the corporation to come to Washington to advise the Bureau of the 
Budget, a man who has received all the great tributes—which I have 
no doubt are quite deserved—that you received from Mr. Dean and 

thers as to your skill and ability, and you want =. committee t 
nto ‘stand that you don’t know what your bonus was, or the iced 
by which it was determined ? 

Mr. Wenzevi. That is correct. I only know that my compensation 
never seemed to be adequate for what I way I did. 

Senator O'Manonry. Well, I would judge, sir, that from the testi 
mony which has been received at this tab le, it is q juite true, the serv 
ices that you have carried out in making this commitment for $92 
million worth of bonds and $27 million worth of unseeured bank loan: 
that required a pretty good compensation. 
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Senator Krerauver. Mr. Wenzell, do you mind telling us how much 
your salary in 1954 was? 

Mr. Wenzeiu. In 1954 I think it was a little under $30,000. 

Senator Kerauver. And how much was your adjusted compen- 
sation ? 

Mr. WenzeLL. You mean how much of it was adjusted ? 

Senator Krerauver. Yes. How much was it in 1954? 

Mr. Wenze tt. I think it was five or six thousand dollars that was 
included in the figure. 

Senator Krrauver. Would the profit from OVEC, this $150.000, 
would part of that have been reflected in your adjusted compensation 
or in your wife’s stock dividend ? 

Mr. WenzeELL. Well, all earnings of the corporation obviously would 
be reflected in any distribution of any dividend to all stockholders. 
As far as compensation on the OVEC deal being in my compensation, 
I wouldn’t have thought any of it came in, because I didn’t have any- 
thing to do with the OVEC deal, although again, I say, I don’t know 
how this formula operated. 

Senator Krrauver. According to your December 31, 1954, state- 
ment, the assets of the corporation at that time were $284,994,000 

Mr. Wenzett. Would you repeat that? 

Senator Kerauver. $284,994,039.93. 

Mr. Wenzetu. That was the balance sheet assets as of a certain 
day? 

Senator Krrauver. As of December 31, 1954. 

Mr. Wenzetu. You are reading from the annual report? 

Senator Keravuver. Yes; I am reading from the annual report. 

Mr. WENZELL. I assume that is obviously correct. 

Senator O’Mauonery. May I ask an additional question, Mr. Chair- 
man ? 

Senator Krrauver. Yes, sir. 

Senator O’Manoney. The board of directors, as listed in this an- 
nual report for 1954, is: 

Harry M. Addinsell, chairman of the board of directors; Charles 
F. Batchelder, retired; Albert B. Brushaber : Francis A. Cannon; 
James Coggeshall, Jr.; Nevil Ford; Charles C. Glavin; Joseph W. 
Hambuechen; Francis S. King; R. Parker Kuhn; Edward H. Ladd 
III; Duncan R. Linsley; James A. Lyles; John R. Macomber, former 
chairman of the board of directors; James H. Orr, partner, Colonial 
Management Association, Boston, Mass.; Emil J. Pattberg, Jr., Allan 
M. Pope, former president of the corporation ; William H. Potter, Jr. ; 
Frank M. Stanton; Arthur B. Van Buskirk, vice president, T. Mellon 
& Sons, Pittsburgh, Pa.; Adolphe H. Wenzell; Brainerd H. Whit- 
beck, and George D. Woods. 

Is that a correct list, so far as you are concerned ? 

Mr. Wenzett. As of that time; yes, sir. 

Senator O’Manonry. Were you a member of the board of directors? 

Mr. Wenzi:i).. At that time; yes, sir. 

Sernaier Q’M \asoney. As a member of the board of directors, you 
did noi know “nat the formula was for the bonus compensation of 
officers ai. ezaployees ? 

Mr. Wenzett. That is correct. 

Senator O’Manonrey. Who managed that for the corporation, if 
the board of directors did not manage it? 
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Mr. WenzeLu. A committee, I believe, of the executive committee. 

Senator O’Manonry. Was not that executive committee chosen by 
the board of directors ? 

Mr. Wenzetu. The executive committee was chosen by the board 
of directors. 

Senator O’Manoney. And did they operate in secret ? 

Mr. WENZELL. No, sir. 

Senator O’Manoney. The picture that you show, Mr. Wenzell, is 
that through your wife you were a common-stock holder in this corpo- 
ration. You were an assistant vice president 

Mr. WenzeLL. I was a vice president, sir. 

Senator O’Manoney. I accept the correction. You were a vice 
president. 

You were not in the lower category of assistant vice president, you 
were a vice president / 

Mr. WeNzELL. Yes. 

Senator O’Manoney. And you were a special expert in certain types 
of business. And in addition to that, you were a member of the board 
of directors. 

Now, with all these positions which you did oceupy—am I correct 
in listing them ? 

Mr. WenzeELL. That is correct; yes, sir. 

Senator O’Manoney. You nevertheless did not know the formula 
upon which your bonus was determined ? 

Mr. Wenzetu. That is correct. 

Senator O’Manoney. I don’t wonder that there is so much secrecy 
about the negotiations carried on with the Government of the United 
States with respect to the Mississippi Valley Generating Co. 

Senator Lancer. Did you own any stock in your own name at all 
in that company 4 

Mr. WeENzELL. No, sir. The stock that I had was in my wife’s 
name. 

Senator Lancer. Did you own any stock, leaving your wife out of it? 

Mr. Wenze... I[ said I did not. 

Senator Lancer. How could you be a director if you didn’t own 
any stock? 

Mr. WeENZELL. That was not a requirement of our corporation. 

Senator Lancer. Mr. Chairman, doesn’t the law require that men 
have to have at least 1 share of stock or 5 shares of stock to be a 
director ? 

Senator Krerauver. I always thought so. We have the charter. 

Chairman Kineore. Mr. Chairman ? 

Senator Kerauver. Senator Kilgore. 

Chairman Kincore. Mr. Wenzell, are you familiar with the financial 
corporate setup of Mississippi Power Developing Co., commonly 
called Dixon- Yates; were you familiar with their corporate financial 
setup ¢ 

Mr. Wenzeitt. Am I? 

Chairman Kineore. Yes. 

Mr. WENzELL. Yes. 

Chairman Kitcore. The proposed setup? 

Mr. WenzeLL. I think so, yes, sir. 


Chairman Kircorr. Now, they were contemplating a bond issue. 
What was it, $92 million or $100 million ? 
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Mr. WeNzELL. Yes, sir. 

Chairman Kiucore. What was the correct figure, do you remember? 

Mr. Wenzewx. I don’t remember the exact figure. They mentioned 
it here the other day. 

Chairman Kincore. It was between 90 and 100 million dollars, is 
that correct ? 

Mr. WENZELL. Yes, sir. 

Chairman Kincorr. Now, what was their common stock setup? 
How much common stock ? 

Mr. Wenzeti. It was approximately 5 percent. 

Chairman Kincorr. 5 percent of the $100 million ? 

Mr. Wenzeu. The total, ves. 

Chairman Kincorr. Of the total, which would be 

Mr. Wenzewtn. Five and a half million dollars was the figure, I 
think, of common stock. 

Chairman Kireorr. Now, who were the proposed holders of this 
common stock, the subseribers of the common stock ? 

Mr. Wenzetx. The two companies, the Middle South Utilities Co., 
and the Southern Co. 

Chairman Kitcore. They would have owned all that common stock ? 

Mr. Wenzeti. They would have owned it all, ves, sir. 

Chairman Kitcorr. Any preferred stock ? 

Mr. WeNzELL. No. sir, not that I know of. 

Chairman Kincore. And the assets of the corporation would have 
consisted of the amount put in for the common stock, $514 million, 
and what was derived from bonds, is that right ? 

Mr. Wenzetyi. That is right, and the debt. 

Chairman Kiicorr. What ? 

Mr. Wenzeiu. The bond and the bank debt. 

Chairman Kircore. What was the bank debt ? 

Mr. Wenzetu. That was a first mortgage bond and a bank bond, 
that comprised the debt. 

Chairman Kiicorr. How much was the bank bond? 

Mr. Wenzeti. Twenty-odd million dollars. 

Chairman Kircorr. Twenty-odd. Now, putting it at 90 million, 
which is a low figure, there would have been about 110 million in- 
debtedness plus 514 million capital stock, is that right? 

Mr. Wenzevy. I think those figures are approximately right. 

Chairman Kincorr. And at the « end of 25 vears, under the amortiza- 
tion plan, the common stock would have been the plant ? 

Mr. Wenzetu. At the end of the amorization period? 

Chairman Kuiteore. They would have had the plant. Isn't that a 
rather nice profit on $514 million? 

Mr. Wenzeu.. Well, the plant by that time would have been de- 
preciated considerably. 

~~ hairman Kircorr. Yes, but you have to keep it in repair if it is 

going to furnish power. 

er Wenzriu. Well, it would probably have been near the end of 
its useful lifetime. 

Chairman Kricore. Do you think it would have been ? 

Mr. Wenzeti. At the end of 25 years? 

Chairman Kireorr. That is, say it was furnishing the guaranteed 
capacity of the plant for 25 years. 
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Mr. Wenze.t. I can only: say this, Senator, that there are not many 
steam plants at the end of 25 years or so are not pretty well obsolete. 
They change rapidly, and at the end of that time, the steam plants, 
the residual value, is something that is quite problematic. 

Chairman Kiicore. Now, Mr. Wenzell, you are with World Bank? 

Mr. Wenzeui. Yes, sir. 

Chairman Krieore. What is your official ec: apac ity? 

Mr. Wenzetn. Assistant to the Director of Technical Operations. 

Chairman Kineorr. Now, isn’t the World Bank largely based wpon 
industrial loans to foreign corporations guaranteed by their govern- 
ments ¢ 

Mia. Wenzecn. All the loans that the World Bank makes are guar- 
anteed by their government. 

Chairman Kitcorr. Doesn't the major portion go toward the build- 
ing up of industry abroad? You don’t make loans to buy wheat or 
corn or something like that? 

Mr. Wenzevu. Well, the activities of the World Bank, as I under- 
stand them, come into four categories: one they call transport ation ; 
one they call agriculture; one they « ‘all industry; and one they call 
utilities. That is the rough categories. And loans are made in all 
four of those areas 

Chairman Kireorr. Those are development loans? Do you just 
make loans to agriculture to tide them over? 

Mr. Wenzetu. I don’t understand your question. 

Chairman Kircorr. Well you don’t make loans to agriculture to tide 
them over, like what you call a guaranteed price support ? 

Mr. Wenzeit. No. Understand I have been with them all of 4 or 
& weeks. 

Chairman Kitcorre. What is your principal duty then? In which 
particular one of these four « sategories is your principal duty ? 

Mr. Wenzevu. My principal duty for the past 4 or 5 weeks has been 
attending hearings. 

Chairman Kireore. This is the first one I have attended along with 
vou. 

Mr. Wenzeti. But answering your question 

Chairman Kireore. As a technical man, though, you ae 
have to do with, shall we say, transportation, utilities and industry, 1 
that. right ? 

Mr. Wenzeti. My principal duties are in the four categories that I 
have just mentioned: Agriculture, transportation, industry, and util- 
ities. In your comparison of agriculture, a number of those agricul- 
tural things have to do with irrigation processes—— 

Chairman Karcorr. There we get back to utilities, because irriga- 
tion is pretty well tied up with them. Now, your duties as assistant 
to the man in charge—which one is it ? 

Mr. Wenzett. Technical operations. 

Chairman Kireore. As such, you advise him whether a loan is a 
good loan or a bad loan, possible or not possible, is that right? 

Mr. Wenzetu. That is right. 

Chairman Krrcore. That is to be your job, to study these loans 
we make abroad as to whether or not they are workable; is that right? 

Mr. Wenze.LL. Yes, sir. 

65950—56—pt. 116 
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Chairman Kiteore. Now, your wife is still a stockholder in the First 
Boston Corp., I take it; is that right ? 
Mr. Wenze.u. She has a modest number of shares. 


Chairman Kingore. Do you still have any official position with that 
company ¢ 


Mr. WenzE.u. I do not. 

Chairman Kureore. Other than what dividends might be paid on 
the stock, you have no financial connection ; have you? 

Mr. Wenzexxt. Well, in connection with my resignation, I have a 

-called severance pay ; it runs for a few years. 

Chairman Kireéore. How long is that? 

Mr. Wenzeti. About 4 years. 

Chairman Kitéore. That is sort of like we build up an annuity in 


the Senate, and you build up an annuity in the First Boston Corp.; is 
that it? 


Mr. Wenzetu. Yes; I suppose so. 

Chairman Kinteore. Thank you very much. 

Senator Butter. Senator, talking about those annuities for Sena- 
tors, I don’t think anybody knows how they are calculated, and we all 
vote on it. I know I don’t. 

Chairman Kireore. I w a going into that, Senator. 

Senator Krrauver. We want to continue our questioning, and finish 
if we can the examination leak what the First Boston Corp. is, and 
Mr. Wenzell’s connection with it. 

Mr. Keetfe, you have some questions about this second item. 

Mr. Keerre. Mr. Wenzell, the name “First Boston” comes from the 
First National Bank of Boston: ; is that right? 

Mr. WenzeLL. I suppose you can say that; ves 

Mr. Krerre. That is, when it was organized in 1932 it was a wholly 
owned afliliate of the First National Bank of Boston ? 

Mr. WenzeELL. Yes, sir. It has gone through several changes of 
name. 

Mr. Keerre. And from that beginning, it has retained the name of 
First Boston Corp., even after the mergers with Chase, Harris Forbes, 
and Mellon Securities, that you described ¢ 

Mr. WenzELL. Yes, sir; they merged with Mellon Securities, but 
the Chase, Harris Forbes, it wasn’t a merger at that time. 

Mr. Keerre. Was it a purchase; is that right ? 

Mr. Wenze. I believe so. 

Mr. Keerre. Would you describe what it was? 

Mr. Wenze.i. Well, I don’t think it was 

Mr. Kererre. As I understand it, in 1932 the First Boston Corp. was 
organized ? 

Mr. Dean. First of Boston Corp. 

Mr. Keerre. First of Boston Corp. At that time it was a wholly 
owned banking affiliate of the First National Bank of Boston; is that 
right ? 

Mr. Wenzetu. That is right. 

Mr. Keerre. Then I presume after that we had the Pecora investiga- 
tion and separation of the investment banking business from banks? 

Mr. Wenze.u. Through the Glass-Steagall Act. 

Mr. Keerre. Then we had created what we now call an investment 
banking corporation ? 

Mr. Wenzevt. That is right. 
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Mr. Keerrre. The same thing we saw when Morgan & Stanley was 
created, separated from J. P. “Mor gan & Co., and ‘the other banking 
affiliates were all separated ; is that Tight 2 

Senator Kerauver. What did First of Boston Corp. do, Mr. Wen- 
zell, if you can tell me? 

Mr. Wenze.tt. That I don’t know. I had nothing to do with it. 

Mr. Kererre. Perhaps you could help him, Mr. Dean. 

Mir. WeNzELL. You say First of Boston / 

Mr. Drawn. I think I can help him. 

When the Glass-Steagall Act went through not later than June 16, 
1034, all investment banking facilities had to be completely severed 
from any bank accepting deposits. The banking affiliate of the Chase 
National Bank of the City of New York was then called Harris Forbes 
Corp. That cor poration was dissolved, 

Mr. Kerrre. May I interrupt you? Chase Securities Corp. pur- 
chased Harris Forbes, did it, and the name changed prior to that? 

Mr. Dean. I think in August 1931, the Chase Securities Corp. pur- 
chased the Harris Forbes organization; it consisted of several corpora- 
tions, and changed the name to Chase-Harris Forbes Corp. 

Mr. Krererre. And Mr. Wenzell began his banking experience with 
Harris Forbes Corp. ? 

Mr. Dean. The Harris-Forbes organization itself was organized 
either back in the late eighties or sometime in the early 1890's by 
Mr. Harris, of Chicago, and later by Mr. Allen Forbes, of the East. 
In the spring of 19% 34, Mr. Aldrich, who was then president of the 
Chase National Bank of the City of New York, announced publicly 
to its stockholders that the Chase National Bank of the City of New 


York would have no further affiliate, nor would there be any offering 
to the stockholders. There were subscriptions to the stock by some 
of the officers of the old company, who had formerly been with Harris- 


Forbes. ‘There was an interim period when most people were out of 


work, there was a pro rata offering to the stockholders of the First 
National Bank of Boston of rights to subscribe, and there was an 
offering to the stockholders of the Chase National Bank of the City 
of New York of rights to subscribe, and one for which the First 
Boston Corp.—which was a change of name by dropping out the 
preposition “of”—had an option to use the name Harris-Forbes Corp., 

which it subsequently exercised. It wasn’t a merger, because there 
weren't any assets other than the acquisition of goodwill and the trade 
name. 

Mr. Kererre. And it was in 1934 when First Boston Corp. began, 
Mr. Wenzell became one of its 15 vice presidents at its or ganization 
in 1934, and for over the past 10 years has also been a director; is that 
correct ? 

Mr. Wenzetu. That is substantially correct; it was in the spring 
of 1934. 

Mr. Krerre. And is it fair to say from your responses to Senator 
Kefauver that First Boston is a very large underwriting firm, one of 
the largest, and that your issues of utilities are predominant ? 

Mr. Wenze.u. Well, they are very large and important. 

Mr. Keerre. Approximately 30 out of 50 in 1954? 


Mr. WeEnzELL. I prefer not to use figures on the 30, but the record 
speaks for itself. 
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Mr. Keerre. That would be in accordance with your recollection 
as you testified to the Senator? Would it be substantially correct? 

Mr. WENZELL. Yes, sir. 

Mr. Keerre. Would you tell us, Mr. Wenzell—going back to the 
spring of 1953, and putting your mind on May 20, 1953—how was 
it that you came to come to the Bureau of the Budget ? 

Mr. Hughes testified, to give you an idea, that he didn’t know about 
them; he said the arrange ments were made with you by Mr. Dodge, 
and Mr. Hughes testified on page 21 that Mr. Dodge got your name 
somewhere. Could you tell us how they happened to call upon you? 

Senator Keravuver. I think, before getting into how this contact 
was made down here, we will see first if there are any other questions 
about the First Boston Corp. 

Senator O’Manoney. Mr. Chairman, the request that was made of 
the witness yesterday was for a copy of the charter of the First Boston 
Corp. I was particularly interested in this charter by reason of the 
testimony of the principal witness, Mr. Wenzell, that although a 
member of the board of directors and vice president, he was unaware 
of the rule whereby the bonus payments were made to members of the 
corporation. 

So I have been examining the articles, the agreement of the asso- 
ciation and articles of organization (charter) which was furnished 
to us as exhibit No. 6. It is an interesting document. It may be 
worth reading some of it into the record of the hearing. It is accom- 
panied by a certificate dated at Boston in the office of the secretary 
of the Commonwealth of Massachusetts on August 7, 1946: 

I hereby certify the attached to be a true photostatic copy within the great 
seal, William N. Hardy, deputy secretary of the Commonwealth. 

On the first photostatic page it purports to be not the charter, but 
an amendment, the articles of consolidation of the First Boston Corp., 
a business corporation organized under the laws of Massachusetts. 
And Mellon Corp., a business corporation organized under the laws 
of Pennsylvania, into the First Boston Corp.—there seems to be no 
preposition in the original statement here at all. 

Pursuant to section 46 (d) of chapter 156 of the general laws, we, the under 
signed, president, treasurer, and a majority of the board of directors of each 
of the following corporations, to wit, the First Boston Corp., a business corpora- 
tion organized under the laws of Massachusetts, June 27, 1932, and Mellon Secu 
rities Corp., a business corporation organized under the laws of Pennsylvania, 
on February 11, 1951, qualified to do business in Massachusetts in accordance 
with the general laws, chapter 181, and permitted to consolidate with a Massa 
chusetts corporation by article IX of the business corporation law of the Com 
monwealth of Massachusetts. 

Nothing appears further in the blank form of the articles on 
the first page. 

But turning to the third page we have a statement of the capital 
stock: 

The First Boston Corp., preferred, none; common, $10 par value, 
450,000 shares authorized, 450,000 issued. The Mellon Securities 
Corp., their stock is thereafter listed. It is not important here. But 
on page 5 we find what appears to be a list of the outstanding stock 
of the combined corporations: 

Preferred, 60,000 shares at $100 par, $60 million: common, 2,000, 
$10 par; the amount outstanding, $5,625,000. Class A common age se kk, 
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112,500, par value $10; outstanding amount, $1,125,000. It would ap- 
pear from the document that the preferred stock has no voting rights, 
but that the voting rights are all in the common and the “class A 
common stock. 

But in any event it is the charter of the combination, and I find 
no reference here to the authority of the members of the board of 
directors of the combined corporation. So that in the time that I 
had to look it over the powers of the members of the board of directrs 
are as much of a mystery as the formula of the bonus distribution 
plan is to the witness, Mr. Wenzell. 

I think that this corporation cannot be understood, sir, until we 
consult the laws of cm State of M: Issac ‘husetts. 

Senator Krrauver. Thank you, Senator O’Mahoney. 

Senator LANGER. « ‘ould T ask a question ? 

Senator Krravuver. Yes, sir. 

Senator Lancer. Mr. Wenzell, did you sign any other papers in 
blank than those you signed in blank and left with the officers of the 
executive committee ? 

Mr. Wenzeix. I haven't signed anything in blank. 

Senator Lancer. You just told the committee a moment ago that 
you signed some papers in blank. 

Mr. Wenzetu. I didn’t say that. 

Senator Lancer. We will appeal to the record. 

Mr. Butter. Let’s get it out and read it. I don’t think it is in 
there, but let’s see. 

Senator Langer. Tell me, when you were asked about your divi- 
dends, how were they declared, all that sort of thing—you said you 
just signed a paper in blank. 

Mr. Wenzeii. Dividends, sir? 

Senator Lancer. Yes. 

Senator Krerauver. He is talking about the minutes or whatnot of 
the meeting of the board of directors. 

Senator LANGER. Yes. 

Mr. Wenzett. Are you speaking of the payment of dividends on 
the capital stock of the company, sir? 

Senator Lancer. Yes. 

Mr. Wenzevu, The dividends are declared by the corporation on a 
vote of the directors, and on any and every dividend payment. 

Senator Lancer. You were asked what’ the dividends were, and 
you said you didn’t know. 

Mr. WenzevL. The dividends varied from time to time. 

Senator Lancer. Senator Kefauver asked you what the dividends 
were in 1954 and you said you didn’t know. 

Mr. WenzEL. I don’t recall. 

Senator Lancer. You say you signed the thing in blank. 

Senator Keravuver. I believe Mr. Wenzell said that the board of 
directors ought to give a blanket authority to the executive committee, 
or something of that sort. 

Mr. Wenzetxi. On this compensation, this salary compensation, 
maybe I could elaborate a little bit on that. We have a so-called sal- 
ary committee that looks at this matter of adjusted compensation for 
everybody that is entitled to receive this adjusted compensation. And 
my recollection is that that is made up of directors who are not active 
in the business, the members of our board of directors who are not 
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active in the business. And that is the formula on which they act. I 
haven’t the slightest idea what it is. The amount that is appropriated 
each year is voted by the directors. And then the individual amounts 
that are recommended by the salary committee are reviewed and ap- 
proved by another committee of three, which consists of the president, 
the chairman of the board, and the chairman of the executive com- 
mittee. 

And all of the amounts, the adjusted compensation and the basic 
salaries, they are all voted by the board of directors, the basic salary 
and them. 

Senator Lancer. So you didn’t sign anything in blank as far as 
that is concerned ? 

Mr. WenzELL. No, sir; I signed nothing in blank. 

Senator Kerauver. All right. 

Now, you had a question about Old ¢ ‘olony, Mr. Keeffe. 

Mr. Kerrrr. Mr. Wenzell, I don’t quite catch the reference you 
made to Old Colony Trust Co. As I understand it, the First National 
Bank of Boston was the original stockholder of First of Boston Corp., 
the predecessor of First Boston Corp. And I assume that since the 
act which Mr. Dean explained, First National Bank of Boston is no 
longer a stockholder, and it is completely divorced from the First 
Boston C ‘orp. Is there any relationship now, or was there any rela- 
tionship in the past to Old ‘Colony Trust Co. ? 

Mr. WenzeELL. No, sir. I may have referred—there was at one 
time, one of those early predecessor companies, First of Boston, Old 
Colony Co., I believe for a short time that was in there, that later 
re ‘ame the First Boston Corp., and later on disappeared, and since 

34 it has been the First Boston Corp. There is no connection with 
any bank, First National Bank of Boston, Old Colony, Chase Bank 
of New York, or Mellon Trust Co. 

Mr. Kererrre. Is it fair to say that the Old Colony Trust Co.’s rela- 
tionship is now historically the same as the First National Bank 
of Boston ? 

Mr. WENzELL. Exactly. 

Senator Kerauver. Mr. Wenzell, in order to get the general gist of 
your connection down here—I know you will be asked a good deal 
about it—you testified before the Securities and Exchange Com- 
mission on June 17, 1954. 

Mr. WENZzELL. Yes. 

Senator Kreravver. When you gave some details of your connection 
with the Bureau of the Budget. And I think it might be helpful 
both as to the first period that we want to ask you about, and as to 
the second period, if I should read you a summary of your testimony 
before the SEC which has been prepared by our staff, and which 
TI have gone over, and I have read your testimony too, and see if en 
fairly accurately gives the picture. I think that will keep us 
better chronological line in discussing these periods with you. 

I will read this, and I would like to ask you if this is substantially 
your testimony before the SEC. Your testimony before the SEC 
shows that you were retained by Mr. Dodge, the Director of the 
Bureau of the Budget, as consultant in May 1953 to study the various 
phases of the Tennessee Valley Authority and the program admin- 
istered by TVA; that you worked intermittently during the period 
of May 1953 to September 1953, dividing your time between the 
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First Boston Corp. and the Bureau of the Budget; and that in Sep- 
tember 1953 you completed your work, or study and filed a report or 
memorandum with Mr. Dodge. 

Is that correct / 

Mr. WeENzeELL. That is correct. The early date was May 20. 

Senator Krrauver. May 20. All right. 

You testified that on January 14, 1954, you received a call from 
Mr. Hughes asking you to come to Washington on January 18—this 
would be in 1954—and from that date until approximately April 10, 
1954, you again served intermittently as a consultant to the Bureau 
of the Budget on various aspects of the so-called Dixon-Yates 
arrangement. During that period you attended the meetings of da 
Atomic E nergy Commission, the Bureau of the Budget, and in New 
York with Mr. Dixon, Mr. Yates, and other representatives of the 
Dixon- Yates combine, and also with a Mr. Seal, a vice president of 
the Ebasco Services. Is that substantially your testimony before 
the SEC? 

Mr. WeNzELL. Would you read that once more, sir / 

Senator Kerauver. On January 14, 1954, you received a call from 
Mr. Hughes asking you to come to work on January 1S. 

Mr. WenzELL. Yes, sir. 

Pigg rig Keravver. And from that date to approximately April 

), 1954, you again served intermittently as a consultant to the Bureau 
of ‘the Budget on various aspects of the so-called Dixon- Yates arrange- 
ment. During that period you attended meetings at the Atomic 
Energy Commission and the Bureau of the Budget, and in New York 
with Mr. Dixon, Mr. Yates, and other representatives of the Dixon- 
Yates combine, and also with a Mr. Seal, a vice president of Ebasco 
Services. 

Mr. Wenzeun. It is your reference to the Dixon-Yates thing on 
there that I would like to clarify. 

Senator Kerauver. Very well. 

Mr. Wenzewu. As I testified there, I came here initially on the 
18th of January, following a telephone call from Mr. Hughes. And 
I served for the Bureau of the Budget during that period from the 
isth of January until the date—the date you used there was April 
10, I think April 3 3 was the last date I actually was in Washington— 
all of which time I was working with the Bureau of the Budget, that 
is the times I was here, trying to—— 

Senator Keravuver. I suppose we had better go back to the first 
period, and come to the second period later. 

Mr. Wenzell, will you tell us, then, what happened and what the 
preliminaries were w ith reference to your coming down here the first 
time, in May 19534 

Mr. WenzeELL. I came to Washington 

Senator Keravuver. Who told you to come and who did you talk 
with before you came, and what transactions had preceded your com- 
ing down here? 

Mr. Wenze.u. That is what I was going to say. I came to Wash- 
ington here a few days or maybe a week before the 20th of May on an 
appointment that was made to see Mr. Dodge. 

Senator O’MAnoney. That was 1953? 
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Mr. Wenzeiu. May 1953; yes, sir. That appointment had been 
made for me to see Mr. Dodge by Mr. Woods of the First Boston 
Corp. 

I met Mr. Dodge, as I said, a week or so before the 20th of May for 
the first time. 

Senator Kerauver. What did they tell you they wanted you to come 
to work for? What did Mr. Woods tell you? 

Mr. Wenzeu. He told me that Mr. Dodge had some problems that 
he thought I might be able to help on, and in consideration generally 
of budgetary matters inv olving his public power. 

Senator Kerauver. Do you mean Tennessee Valley Authority and 
public power in general ? 

Mr. WENZELL. Yes, sir. 

I came, and [ had an interview with Mr. Dodge. And he suggested 
that I try to make arrangements and see if I could come down and 
undertake a study for them in the Bureau of the Budget. 

Senator Kerauver. Where did you meet Mr. Dodge? 

Mr. Wenzetx. In Washington, in his office. 

Senator Kerauver. Did you have several conferences with him? 

Mr. Wenzetu. No. I said I was down here one time a week or 10 
days before the 20th of May; I don’t recall just when. 

Senator Keravuver. And just exactly what was it Mr. Dodge told 
you he wanted you to do? 

Mr. Wenze.u. Well, as I said, he thought that I could make a study 
for him on the general power problems and on the TVA in particular. 

Senator Kerauver. And what did he say that he had in mind about 
the matter ¢ : 

Mr. Wenzeu. He said that he just would like to have a careful, 
accurate, and objective study made of this so that he then could be 
in a position to determine policy or recommend policy. 

Senator O’Manoney. Mr. Chairman, I wonder if the witness would 
repeat his answer to the last question. 

Senator Krrauver. Well, my last question was: 

What did Mr. Dodge say he was driving at that he wanted you to 
help him with, what was the matter he had up that he was getting 
your assistance in doing? 

Mr. Wenzevu. He said he wanted me to make a factual, a careful 
study of the power situation and particularly the TVA, on which he 
could. have some facts on which he could then consider polic’ y matters. 

Senator Kerauver. That they were making a new policy in connec- 
tion with the TVA; is that it? 

Mr. Wenzet. He did not say that to me but he asked me to prepare 
for him an objective, careful study of the TVA, and then he would be 
in a position to act if he say fit on it for policy purposes. 

Senator Keravuver. Did he tell you that the idea was that they 
wanted to find some other method other than letting the TVA build 
steam plants so that the people in the Tennessee Valley would get 
electricity ? 

Mr. WenzELL. No, not that I recall. 

Senator Kerauver. And how long did you talk with Mr. Dodge? 

Mr. WenzExv. Oh, I assume from a half an hour to three- -quarters 
of an hour. 

Senator Krerauver. That would have been the first of May or early 
in May ? 
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Mr. Wenze.u. Before the 20th, I would say. I would put it in 
early May. 

Senator O’Manonry. Mr. Chairman, was it possible to develop in 
three-quarters of an hour the duties and the objectives that you were 
to report to him about? 

Mr. WENzELL. You said, was it? 

Senator O’Manonry. Yes, I am asking, was it possible, within 
three-quarters of an hour, to outline the program on which you were 
about to launch ¢ 

Mr. Wenze.u. He just asked me to make a careful, objective study. 

Senator O’Manonry. On power matters, particularly TVA? 

Mr. Wenzeyt. TVA. 

Senator O’Manoney. But I am repeating your words: on power 
matters, particularly TVA ? 

Mr. Wenzeti. Power matters, particularly TVA: yes, sir. 

Senator O’Manonry. So that included not only TVA but power 
matters as a whole, so that he could determine policy 

Mr. Wenzety. That was his first request on the thing. At my sug- 
gestion—I narrowed the thing and told him I thought it would be bet- 
ter to confine the study to the TVA and not to try to cover too much 
ground, concentrate on one thing, TVA, that it would be better if my 
study had to do with the TVA and not the overall power problem. 

Senator Gore. Mr. Chairman. 

Senator Keratvver. Senator Gore ? 

Senator Gore. I would like to inquire, if I may, on the genesis and 
initiation of your meeting with Mr. Dodge. Who first mentioned to 
you, Mr. Wenzell, the possibility or desirability of your coming to 
Washington ¢ 

Mr. Wenzeui. Well, as I said, it was Mr. Woods, the chairman of 
the board, that spoke to me about it and arranged the meeting with 
Mr. Dodge. 

Senator Gore. Where were you when he thus spoke to you? 

Mr. Wenzett. I was in New York. 

Senator Gore. At what date? 

Mr. Wenzeu. Well, I am assuming it was in the early part—latter 
part of April or early part of May. 

Senator Gore. Was it in the morning or afternoon ? 

Mr. Wenzeii. That I don’t remember. 

Senator Gorn. Did he call you to his office ? 

Mr. Wenzeiy. That I could not recall. We occupy offices on the 
same floor. 

Senator Gorr. What did he say to you upon that occasion? 

Mr. Wenzety. He said he had had a meeting with Mr. Dodge. 

Senator Gore. Where did he say that meeting had been held? 

Mr. Wenze.it. In Washington. 

Senator Gore. When was it held ? 

Mr. WENZELL. Some time prior to the time he spoke with me. 

Senator Gore. How prior? 

Mr. Wenzeti. Oh, I don’t know exactly how prior. It was pos- 
sibly a week. 

Senator Gore. Upon what have you based your estimate of a week? 

Mr. WenzELL. My recollection. 


Senator Gore. Upon what do you base your recollection ? 





246 POWER POLICY 


Mr. Wenzetx. I do not know how to answer your question on that. 
As best I can recollect. 

Senator Gore. Did the gentleman say it had been about a week? 

Mr. Wenzett. He said he had been, some time prior, had a meeting 
with Mr. Dodge. I don’t remember—around a week ago. 

Senator Gore. Do you recall anything that gives you the impres- 
sion it was about a week? 

Mr. Wenzeti. No. I don’t know. I cannot be any more precise 
than that. 

Senator Keratver. Will you please speak up a little louder, Mr. 
Wenzell? 

Senator Gore. At any event, the head of your company had had a 
meeting in Washington with Mr. Dodge, the Director the Budget ? 

Mr. Wenzeti. That is what I said; yes, sir. 

Senator Gorr. Did he indicate who else might have attended the 
meeting ? 

Mr. Wenzeti. Not that I recall. 

Senator Gorr. Was there any mention in this conversation of Mr. 
Lewis Strauss, Chairman of the Atomic Energy Commission ? 

Mr. WenzeEvL. There was not. 

Senator Gore. Was there any mention of anyone else having par- 
ticipated in the meeting? 

Mr. Wenzett. Not that T recall. 

Senator Gore. Did he say that Mr. Dodge had called him to Wash- 
ington or had he made the initial contact ? 

Mr. Wenzett. He did not say. 

Senator Gore. Do you know? 

My. WenzeLt.. No: I do net know. 

Senator Gorr. Have you heard any discussion or any opinion ex- 
pressed upon it ? 

Mr. Wenzevi. Not that I ean recall. 

Senator Gorr. Do you know whether there had been previous con- 
tacts between Mr. Dodge and the head of First Boston ? 

Mr. Wenzett. Not that I know. 

Senator O’Manonry. Did he give you any idea of what you were 
going to Washington for? 

Mr. Wenzett. Did Mr. Woods give me any idea? 

Senator O’Manonry. Yes. 

Mr. Wenzeti. On—generally, on a power policy, things he wanted 
to be discussed, that he thought maybe I could be of some assistance 
to him, in getting some facts and figures together for him. 

Senator O’Manonry. Did he express to you the reasons why Mr. 
Dodge had called him and wanted somebody to come down there? 

Mr. Wenzetu. Not that I recall at all, Senator. 

Senator O’Manoney. Do you want the committee to understand 
that when you left New York on the way to the Bureau of the Budget 
you did not have a fairly good idea of what the problem was that 
you were going to work on ? 

Mr. Wenzetu. Not very much; no, sir. , 

Senator O’Manonry. And all that you learned about it was in the 
three-quarter-hour conference you had after your arrival? 

Mr. Wrnzeuu. With Mr. Dodge; yes, sir. 

Senator O’Manonry. And you have told us all you wish to tell us 
about that conference ? 
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Mr. Wenze Lt. I have, yes, sir, all that 

Senator Gore. Of what duration was the conference between you 
and Mr. Woods, the first one at which you heard—at which you first 
heard of this prospective assignment ¢ 

Mr. Wenzeiu. I cannot recall any additional thing, that was more 
than a half hour or a three-quarter hour 

Senator Gore. Would you say what—would you tell us what he 
said to you? 

Mr. Wenzevt. Well, what I repeated before, that he had had a 
meeting with Mr. Dodge and Mr. Dodge had some matters about power 
and that he thought that I, Mr. Woods thought that I might be of 
some help to him, and when I got back to New York he wanted to 
speak to me. 

Senator Gore. Did he indicate 

Mr. Wenzevi. And [ think it was in that meeting he said he owed 
an answer to Mr. Dodge. 

Senator Gore. That he what / 

Mr. Wenzecu. That he owed an answer to Mr. Dodge. 

Senator Gore. Owed an answer / 

Mr. Wenzecti. Owed an answer, and called Mr. Dodge up and said 
he had to talk with me and tried to fix an appointment for me to go to 
Washington to see Mr. Dodge. 

Senator Gore. Did Mr. Woods indicate the nature of the problem 
troubling Mr. Dodge about which you were to possibly serve ? 

Mr. Wenzewu. He told me generally he thought it was on this power 
problem. 

Senator Gore. Was there any specification / 

Mr. Wenzeti. I don’t recall that at that time; no, sir. 

Senator Gore. Was it in just the broad subject of power? 

Mr. Wenzeti. That is my recollection of my first discussion. 

Senator Gore. Did Mr. Woods express any opinion as to his posi- 
tion on these problems ¢ 

Mr. Wenzen. I don’t recall. 

Senator Gore. Did he indicate in no way what power problem it 
Was you were to — to Washington to dicuss ? 

Mr. Wenzewu. I don’t recall except he thought I could be of assist- 
ance down there to Mr. Dodge and he wanted me to go down and have 
a talk with Mr. Dodge. 

Senator Gore. And you wish the committee to understand that all 
you can recollect of an asserted conversation is that Mr. Woods advised 
you he had had a talk with Mr. Dodge and Mr. Dodge had some prob- 
lems about power about which Mr. Woods thought you might be 
helpful and wanted you to go down 4 

Mr. Wenzew. That is my recollection, yes, sir. 

Senator Gore. Is that all you can recall of the 30-minute conversa- 
tion ¢ 

Mr. Wenzevn. That is all 1 can recall at this time. 

Senator Gore. Did Mr. Woods not in any way state what those prob- 
lems were? 

Mr. WenzeELL. Not that I recall. 

Senator Gore, Did you indicate yourself any idea, any notions as 
to what the problems were ? 

Mr. Wenzett. I did not know what they were. 
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Senator Gore. Were you curious as to what those problems would 
be ? 

Mr. Wenzett. Well, I thought I would find out when I got here. 

Senator Gore. You did not attempt to find out from Mr. Woods? 

Mr. Wenzetu. No; not that I recall. I don’t 

Senator Gore. Did you attempt to learn from anyone before you met 
with Mr. Dodge the nature of the problems which he wished to discuss 
with you or Mr. Woods wished you to discuss with him ? 

Mr. Wenzetu. Not at all. I had no conversation with anyone after 
T talked with Mr. Woods until I saw Mr. Dodge. 

Senator Gorr. So far as you know, the beginning, the inception of 
this service with the Bureau of the Budget was a conversation bet ween 
Mr. Dodge and the head of the First Boston Corp. ? 

Mr. WENZELL. Yes, sir. 

Senator Gore. Do you think that was the initiation of it? 

Mr. Wenze.u. As far as I know it was; yes, sir. 

Senator Gore. Thank you, Mr. Chairman. 

Senator Kerauver. Mr. Wenzell, did Mr. Woods tell you that the 
President was anxious for you to come down or had approved your 
coming ? 

Mr. WeENzELL. No, sir: no mention was made of the-—— 

Senator Kerauver. Let me read to you this testimony of Mr. Hughes 
and see if it might refresh your recollection : 

Senator Kerauver. Mr. Hughes, did you tell the President or have you ever told 
the President that in working up the rates and negotiations with Ebasco and 
Dixon-Yates that you had one of your negotiators, your employees, working these 
things up when at the very same time he was employed by the First Boston Corp., 
and they became the financial agents in arranging the financing? 

Mr. Hueues. He knows, of course, that we had an expert working on this thing, 
and he knows his name and his connection and all about him. In fact, he ap- 
proved him before we got him down here. 

Senator Keravuver. The President did? 

Mr. HuGuHEs. Yes. 

Did you find out that the President had approved your coming down 
here? 

Mr. WenzELL. The first time I heard about anything like that was 
when I read it in the testimony, Senator Kefauver. 

Senator Kerauver. When you heard it here in this committee room ? 

Mr. WENzELL. Well, when I read that testimony. That was about 
a week ago, was it not? 

Mr. Keerre. That was June 27. 

Mr. Wenzevi. And furthermore, I might add, Mr. Hughes was 
not attached to the Bureau of the Budget the 20th of May when I 
arrived. 

Senator Kreravuver. Well, he was Deputy Director? 

Mr. WenzeLv. Not at that time. He came in, as I recall, a week 
or 10 days after I arrived. 

Mr. Keerre. He testified he came in April. 

Mr. WeENzELL. Well, he was not there on the 20th of May or at least, 
if he was, he may have moved 

Senator Lancer. Did you have any conversations with Mr. Hum- 
phrey about that matter of Mr. Woods? 

Mr. Wenze.. No, I don’t know Mr. Humphrey. 

Senator Lancer. Or with Mr. Sinclair Weeks ¢ 
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Mr. Wenzext. I don’t know Mr. Sinclair Weeks or had any con- 
versations with him. 

Senator Lancer. He used to be director of First Boston. 

Mr. Wenzetit. You mean First National Bank 

Senator Langer. Of Boston. 

Mr. Wenze.i. He possibly was. I don’t know. That was not our 
concern, 

Senator Krerauver. All right. So, he came down here then and 
saw Mr. Dodge and then you went back. Whom did you see when 
you went back to New York? 

Mr. Wenzetx. Well, I think I reported my—the result of my inter- 
view to Mr. Woods inasmuch it involved a request of Mr. Dodge’s part, 
that I come down as soon as convenient and start to work on this 
matter. 

Senator Krrauver. And did you tell Mr. Woods what you were 
going to do? 

Mr. Wenzeut. I told him generally that my theory was that if any- 
thing should be done down here, I should try to make a comprehensive 
report for the Bureau on the TVA. 

Senator Krrauver. And did you talk about your salary, continuing 
salary, with the First Boston Corp. while you were down here? 

Mr. Wenzewt. Well, that he would loan me for that period and 
carry my salary, yes, sir. 

Senator Keraurer. That they would continue to pay your full 
salary during the time you would be down here ? 

Mr. Wenzetu. Yes, sir. 

Senator Kerauver. Well, what financial profit could this be to the 
First Boston Corp. / 

Mr. Wenzext. It could be nothing; it was slightly out-of-pocket. 

Senator Kerauver. Except, of course, if it came to a point that they 
had to issue bonds and have financing in the valley, you would get 
your share of that business in the normal course, wouldn’t you? 

Mr. Wenzetu. Oh, yes, that was, no matter how it came out—as 
far as I know Mr. Woods’ concern, I am sure he felt and I know I 
felt it was a chance to do a public duty here for an agency of the 
administration, namely, the Bureau of the Budget. 

Senator Kerauver. A public duty for what, “Mr. Wenzel? 

Mr. Wenzeti. To try to make for them a good, clear, objective 
analysis of what the problem was. 

Senator Krravver. Some way of finding some other method of 
getting power to the users of the valley, is that what you mean? 

Mr. Wenzetu. Trying to find some solution of this problem of 
what to do in the TVA Valley, now that the waterpower was de- 
veloped 

Senator Krrauver. Now, they agreed to pay your salary and you 
decided then to come on down. , : 

Did you make ae preliminary arrangements about coming down? 

Mr. Wenzexu. I don’t know what you mean by ‘ ‘preliminary.” 

Senator Kerauver. Did you get any records or books and make any 
study about what you were going to do before you came down? 

Mr. Wenzetr. No, I came down here—I came in, they provided 
me with a desk and I started work from scratch when I got here 


and made a list of the things I thought I would require, some material 
I wanted. 





50 POWER POLICY 


Senator Krrauver. What were you working on at the First Boston 
Corp. when you came down here on the 20th of May; what had you 
been working on ? 

Mr. Wenze.t. What specific piece of business for the First Boston ? 

Senator Kerauver. Yes, what did you have to give up in order to 
come down here? 

Mr. Wewnzetu. Well, I wasn’t here continually. I tried to fit in 
my time, a day or two here, so as to have the minimum interference 
with my regular duties and I was still trying to carry on 

Senator Kerauver. In other words, you carried on your regular 
duties for First Boston by going back every few days? 

Mr. Wewnze.u. Yes, back and forth. I would spent 1 or 2 days 
here. The arrangement I tried to work was spend Monday in my 
office and then Tuesday and Wednesday and Thursday or Tuesday 
and Wednesday, and be back again on Friday. I was trying to divide 
my work up approximately, but that did not always work out. 

Senator Krrauver. And when you came down here on the 20th, they 
assigned you an office and working place and secretary and some 
staff ? 

Mr. Wenzett. I had no secretarial assistance there; I did not have 
a regular—I did not require one. 

Senator Kerauver. Did you sign up like any other employee? | 
mean, they gave you something to sign ‘ 

Mr. Wenzetu. Nothing that I recall; no, sir. 

Senator Krravver. When was this $10 a day agreed upon? 

Mr. WenzeELL. I got a letter from them on the 20th of May asking 
me to—clarifying that arrangement. 

Senator Kerauver. Is this the letter you got from Mr. Adams 
on the 20th of May clarifying that arrangement—this is a copy of 
it—from S. T. Adams of the Bureau of the Budget ? 

Mr. Wenzetu. Yes, sir; this is it, a copy of the letter. 

Senator Kerauver. That letter will be made exhibit 27. 

(The letter referred to was marked exhibit 27.) 

Senator Kerauver. The letter says, to work on the TVA matter; 
doesn’t it? 

Mr. WENZELL. Yes, sir. 

Senator Kerauver. Let us read the letter: 

DreaR Mr. WENZELL: In accordance with arrangements made by telephone 
between you and Mr. Dodge, this is to request that you serve as an advisor and 
consultant to the Director of the Bureau of the Budget on matters relating to 
a review of the Tennessee Valley Authority. 

In connection with the performance of such services, the Bureau of the 
Budget will provide for the necessary transportation expenses and the payment 
of $10 per diem in lieu of subsistence. 

Sincerely yours, 


S. T. Apams. 

Then, Mr. Wenzell, you got your office and you got started on 
your work—and what did you do, where did you get—what records 
did you call for? : 

Mr. Wenzeu. Well, I spent the first day or two making up a list 
of the basic materials I thought I would want to have. 

And I was introduced to some men on the staff of the Bureau of the 
Budget—after I had made up my list to see how much of that mate- 
rial was available currently in their files and what supplemental 
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information, if any, I would require and—that is about the first work 
I did. 

Senator Kerauver. Then did you meet Mr. McCandless? 

Mr. Wenzety. I met Mr. McCandless, who, I think, had the title 
of Assistant to the Director or Assistant Director; and Mr. Schwartz 
and Mr. Donnelly, Mr. Pilcher, and some other name I don’t remem- 
ber now, it was in that same group, who are the people that were 

familiar generally with this area of activities in the Bureau that I 
was concerned with. 

Senator Kerauver. You would tell them of the progress of your 
work, and also Mr. Dodge of the progress of your work from time 
to time ? 

Mr. WeNzELL. Yes. 

Senator Kerauver. Did you receive 

Mr. Wenzetx. But they provided—they got information for me 
and arranged for the procurement of information. 

Senator Kerauver. And did you discuss the progress of your work 
with Mr. Dodge from time to time ¢ 

Mr. Wenzett. In a general way, with Mr. Dodge and Mr. Hughes. 

Senator Krerauver. When Mr. Hughes came in, after you got 
started, he pretty much took over, didn’t he, as far as your work was 
concerned ¢ 

Mr. WenzeEtL. He came in as Associate Director. My recollection 
was that was a week or so after I got there that he was active in those 
duties. He may have been there a little before that time, but that is 
my recollection, and I had contact with him, with Mr. Dodge, and to 
a certain extent with Mr. McCandless. 

Senator Kerauver. And did you make preliminary reports from 
time to time? 

Mr. Wenze.u. No; I don’t think I did anything but my final 
report. 

Senator Keravuver. But did you have a filing case and information 
you got and all your calculations and figures? 

Mr. Wenzett. As I collected this information and prepared these 
statistics I tried to keep them in order. 

Senator Kerauver. You left all that in the Bureau of the Budget? 

Mr. Wenze.u. I have most of that still with me. 

Senator Kerauver. Where is that, Mr. Wenzell? 

Mr. WeNnzELL. Some is still here, it was—in fact, practically all of 
it is right here in Washington. 

Senator Kerauver. Did you have correspondence with people while 
you were down there which you have kept, copies of letters ? 

Mr. Wenzeuu. I had no correspondence—carried on no correspond- 
ence. 

Senator Kerauver. Where did you keep it here in Washington ? 

Mr. Wenze.u. You refer to the file? 

Senator Kerauver. Yes. 

Mr. WENZELL. It is in my desk here. 

Senator Kerauver. Would you have any objection to Mr. Keeffe or 
any member of the staff going over part of it with you to see if there 
is any pertinent information ? 

Mr. Wenzetu. I would be glad to go over it all. I brought it down 
particularly for that purpose. 
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Senator Kerauver. As I know it, then, Mr. Wenzell, you drew your 
per diem on May 20, May 22, May 26, May a June 2, June 3, and all 
through until September 21, you would work a day and go back to 
New York and then come back down here a day, is that right? 

Mr. Wenzetv. I think the maximum down here was maybe 3 days 
in a row. 

Senator Krrauver. Three days in a row? 

Mr. WenzeLt. I might add during the month of August, there were 
only two entries in W. ashington; I was on vacation, when I had all 
this work up, I worked all through the month of August on my vaca 
tion, trying to get this report. 

Senator Kerauver. Were you cleared for security while doing this 
work ? 

Mr. Wenze.u. No, I had no occasion to be. 

Senator Keravver. There wasn’t any clearance papers? 

Mr. Wenze.u. Not that—I had none and I assumed I was not re- 
quired to have any. 

Senator Kerauver. Whom did you call in for advice on the pro- 
gram you were working up? Would you call people in to talk with 
them about it? 

Mr. WeENzELL. I compiled it myself, the material, in preparing and 
compiling my report. 

Senator Keravuver. With what men on the staff? 

Mr. Wenzetu. I say, it was entirely my report. I did not say 

“staff.” 

Senator Kerauver. Whom did you consult with? Did you con- 
sult with Mr. McCandless? 

Mr. Wenzexx. Only in the collection of data. I had no instruc- 
tions from anybody what to put in my report. 

Senator Krravuver. Were you told that the problem was that the 
administration did not want to appropriate any money to the TVA 
for a steam plant; they wanted to find some other method for doing 
it? 

Mr. WENzELL. No, Senator, I had no instructions of any kind. I 
was just to make a survey of the—what the future was and if some 
way of meeting it—I was aware of the fact that they had been turned 
down, as I understand, on a steam plant proposal, that they had been 
turned down, I understood. 

Senator Kerauvrr. Were you told, Mr. Wenzell—we were told 
here on the floor of the Senate when they made a request for an ap- 
propriation about that time for a steam plant—we were told by Sen- 
ator Saltonstall that the whole matter was undergoing a study at that 
time ? 

Mr. WENzELL. What dates were these, Senator? 

Senator Keravver. This was about June or July, 1953. 

Mr. Wenzet.. That is the time I refer 

Senator Krrauver. The time the appropriation bill was up, that 
no money was going to be appropriated then for the TVA steam 
plant because the whole matter was being—of the requirements, and 
what-not—was being studied at that time and that a policy decision 
w = going to be rendered—that was the study you were making, I 
take it. 


Mr. Wenzetu. If it was, I knew nothing about it. 
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Senator Krrauver. Anyway, you did know the matter had been up 
in Congress and the appropriations for the steam plant had been 
turned down ? 

Mr. Wenzeiit. Yes; I was aware of that; yes, sir. 

Senator Kerauver. And you were weekinie on the report as to 
alternatives in the TVA matter? 

Mir. Wenzevt. That is right, yes. 

Senator Krrauver. That is right. Then when you finally get your 
final—did you call in any TVA people to consult with them ¢ 

Mr. Wenzetu. No, sir; Il called nobody. 

Senator Kerauver. Well, don’t you think, to get all sides of the case 
properly presented, that the directors of the TVA themselves and the 
general manager might have some angles on it which might be of in- 
terest in your report ¢ 

Mr. Wenze.. I did not consider them, sir. I was simply making a 
report on my own, purely on my own responsibility. 

Senator Kreravver. Just some figures that you had ? 

Mr. Wenzetx. Yes,sir. Icons sulted with no one. 

Senator Kerrauver. Ordinarily, of course, Mr. Wenzell, these 
changes in policy are debated out on the floor of the House and the 
Senate and acted upon, but this was—nobody knew about this except 
you and the Bureau of the Budget people, is that right / 

Mr. Wenzext. Lam sure I don’t know on that. 

Senator Anprerson. [ would like to ask some questions. 

Senator Kerauver. Yes. 

Senator Anprrson. Did I understand you to say you did not have 
() clearance ¢ 

Mr. Wenzext. I had no clearance. 

Senator ANprerson. And you did not consult with anyone else in the 
preparation of this report ? 

Mr. Wenzevi. That is correct ; purely my own. 

Senator AnpEeRsoN. How could you estimate the power possibilities 
for 30 years without taking into consideration the possibilities of 
nuclear power # 

Mr. Wenzeiu. I did not estimate the power possibilities for 30 
years. Ithink it wasa 3- or 4-year project. 

Senator Anperson. I thought this was the testimony ; you were con- 
sidering a 30-year financing under— 

Mr. WenzeLi. We were speaking about this report of mine. 

Senator Anperson. Yes. 

Senator Kerauver. Would you speak up a little louder, Mr. 
Wenzell? 

Mr. Wenzevu. We were talking about this report of mine. That 
was made in the summer of 1955 and had nothing whatsoever to do 
with what developed later on. 

Senator Anperson. But it projected the issuing of bonds and other 
things for a long period of events, did it not ? 

Mr. Wenzett. No; it did not. My report solely dealt with the 
projected load and projected demands—rather, the projected generator 
installations for about 4 years, as I recall, between 1956, I think the 
figure was 

65950—56——pt. 117 
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Senator Anperson. Well, I have just opened the first page and I 
have looked at “40 years,” and I don’t know what else there 1is—but you 
did not take a look beyond 3 or 4 years? 

Mr. Wenzewu. This program here, that was all that was going to be 
faced in the immediate future 

Senator Keravuver (after a pause). Senator Anderson, do you want 
to continue on that? 

Senator Anperson. No, thank you. I was just curious whether he 
had taken a look. 

Senator Krravuver. Any time you want to ask any questions about 
that report, let us know, sir. 

Sc, Mr. Wenzell, in the late spring or summer of 1953 

Mr. Wenzetu. May I make one concluding thing? 

Senator Kerauver. Yes, indeed. 

Mr. Wenzet. I turned in this report, I think in—in the middle 
part of September or sometime in the month of September and I did 
have a second meeting with Mr. Hughes and one of his assistants in 
the Bureau. I think it was Dr. Reid, prior to turning that in, where 
we went over this report and there were a few suggestions made by 
those two gentlemen, those two gentlemen in connection with the 
report, and so to that extent I had outside consultation. 

Senator Kreravuver. Suggestions made by Mr. Hughes? 

Mr. Wenzett. And/or Dr. Reid, on just mostly matters of language 
or form, not of —— 

Senator Kerauver. What were those suggestions, Mr. Wenzell ? 

Mr. Wenze.u. Well, I think in some of the language of the thing, 
1 think maybe they thought I was too abrupt in the language and 
they thought it ought to be toned down so if the report got into circula- 
tion it would not read offensively. 

Senator Kerauver. So, before you left the Bureau of the Budget in 
September 1953, Mr. Hughes had read your report, he knew. what was 
in it, he had made certain suggestions about it and he had been 
closely familiar with the work you had been doing, is that correct? 

Mr. Wenzett. I think that is a fair statement; yes, sir. 

Senator Krerauver. He knew all about it? 

Mr. Wenzeu. At the time I turned in the report; yes, sir. 

Senator Gore. Mr. Chairman 

Senator Keravver. Let me ask just this one question first, Senator 
Gore, and then I will yield to you. 

Mr. Wenzell, it is interesting, in the letter of February 11, 1955, 
by Mr. Hughes to Senator Hill, the third paragraph of this letter 
starts out to say: 

Mr. Dodge advises me that Mr. Wenzell was engaged as a technical expert 
to advise the Director of the Budget regarding accounting systems of the 
Tennessee Valley Authority— 
and et cetera. 

Isn’t that a little unusual, that as late as February of this year that 
Mr. Dodge would have to advise Mr. Hughes what you were doing 
back in 1953? Didn’t Mr. Hughes know it already ? 

Mr. WenzeLL. I thought both Mr. Dodge and Mr. Hughes under- 
stood it. 

Senator Kerauver. All right, Senator Gore. 

Senator Gore. Mr. Chairman, Mr. Wenzell has repeatedly referred 
to the “objective” nature of the report which he prepared. ~ 
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I would like to read a paragraph from this report on page 10 and 
let the American people be the judge as to its objectivity : 

All future capital requirements for continuous expansion would be obtained 
through the sales to the public of regular corporate security issues but without 
any Government guaranty, direct or implied. A definite program would be 
established for the liquidation of the Government securities by the sale ulti- 
mately of its entire holdings to the public. This program might require several 
years. 

I submit that. 

Senator Kerauver. Thank you, Senator Gore. 

The general recommendations at the end of this report; I was just 
trying to think of some good way of getting the thing out to the 
press, and I don’t know how 

Senator Gore. The conclusions are in the forepart of the report, 
Senator. 

Senator Krrauver. The conclusions seem to be the first 12 or 14 
yages here. We will undertake to have it mimeographed. You don’t 
haee another copy ¢ 

Senator Butter. You did not ask for copies; you asked for one 
copy. 

Senator Kerauver. You did a fine job of accomplishing something 
the committee has been unable to do. 

Senator Gore. Mr. Chairman, may I ask Mr. Wenzell a question 
while you are looking at that? 

Senator Kreravuver. I want to find out whether you or anyone else 
wanted to be reading this report, or whether we ought to have the 
first part alesis 


Senator Anperson. As far as I am concerned, you can have it 
mimeographed, but I was just trying to construct In my own mind 
how this could be regarded as ¢ ae document. It is from 


the First Boston Corp., and therefore does not fall in the executive 
branch papers, does it? 

Mr. WenzeE.L. I don’t quite understand. 

Senator Anperson. Well, maybe I don’t, either. I don’t think it is 
privileged. Where you have a privileged document—it does not 
extend to work done by an individual on the outside, who might come 
in from First Boston. 

Mr. WenzELL. Well, I regarded this as Government 

Senator ANperson. Well, I think it was very fine of Senator Butler 
to get it in here, so we can have a look at it—no reason why we 
shouldn't. 

Senator Krravuver. Did you want to ask some questions? 

Senator Gore. I am not sure that it would be in order at this 
time; it is out of the chronological order. 

Senator Keravver. Well, let us stay in the earlier part, May or 
September. 

enator Gore. All right. 

Senator Kerauver. Mr. Wenzell, you did more than technical work 
in this matter of the TVA report. You made some general recom- 
mendations, a good many recommendations, didn’t you? 

Mr. Wenze.u. Well, it was all within my field of making a report 
on the TVA. 

Senator Keravver. But it is not just a—it is not just technical work, 
is it? You projected upon your knowledge of how the matter could 
be solved —— 
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Mr. Wenzety. Well, I came up with various solutions on it, as T 
said 

Senator Krravuver. Well, then 

Mr. Wenze.u. I just don’t know—those were the proposed solu- 
tions. 

Senator Keravver. Well, from this letter of Mr. Hughes, one would 
get the impression that you were just to analyze the technical matters 
of taxes and interest and accounting systems of the TVA, as com- 
pared with private corporations, and that was all that you were sup- 
posed to do, just as a technician; but you not only did that, you made 
recommendations as to four alternatives, how the problem could be 
solved, did you not? 

Mr. WENzELL. Yes, sir. 

Mr. Krerre. I did not he ar your answer. 

Mr. Wenzett. I said, “Yes, sir.’ 

Senator Krravuver. There was not any question in your mind, Mr. 
Wenzell, but that your recommendations were the basis ‘for the decision 
which eventually led to Dixon-Yates? 

Mr. Wenzeti. Oh, I wouldn’t say that at all, Senator. T made a 
report—— 

Senator Krrauver. Well, they did follow 

Mr. WenzeEtt. What they did with it, I had nothing to do with the 
policy. 

Senator Krrauver. Well, you know, as it turned out later, they did 
follow one of your recommendations? 

Mr. Wenzetu. One of the ones I didn’t think was so good. 

Senator Gore. We agree. 

Senator AnpEerson. We both agree. 

Mr. Wenzetu. Now, on another one—TI still think my real result 
there is the way that you can do this thing, and everybody can be 
happy. 

Senator Krravuver. In any event 

Senator Butter. “Everybody could be happy”—what do you mean ? 

Senator Krravuver. In any event 

Mr. Wenzet.. Solve this problem, once and for all. 

Senator Krravver. Mr. Wenzell, we will find a lot of agreement, 
that your third recommendation was not a good one, but that was the 
recommendation that came from you that was eventually followed? 

Mr. Wenzetx. No, I don’t think that is quite fair. It was one of the 
alternatives that I suggested, that could be done; but I came up with 
what I thought was another one that would really answer everybody— 
they didn’t agree wi and a couple of others, but that was the 
genesis. 

Senator Krravuver. But whether they selected your good recom- 
mendation, your better one, or not, your finding and your recom- 
mendation here was the basis and led into what really happened, 
didn’t it ? 

Mr. Wenzetxi. Well, I cannot—I have no knowledge of this at all. 
I turned in the report September, and the next thing I knew, I got a 
telephone callin January. Now, in between, I don’t know. 

Senator Krravver. You came down and followed this, on one of 
the things you recommended 
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Mr. Wenzevt. That wasn’t the way at all that the policy was 
adopted ; meetings were held and things were starting to move in, but 
if | may 

Senator Krrauver. Mr. W enzell, did you visit the Atomic Energy 
Commission during the summer or fall of 19534 

Mr. WrENzELL. No, sir, never did; never was in there. 

Senator Kerauver. You did not get in there until January ¢ 

Mr. WeNzELL. January, and the 18th was the first I was ever in 
the—— 

Senator Keravuver. If you would go back every few days to New 
York, would you see Mr. Woods and your associates in First Bostou 
and advise them what you were doing ! 

Mr. Wenze.i. I went up there to ‘pic k up my own work and carr 
on; I had no conversation what I was doing. ‘Their only interest wa- 
why couldn’t I get it done and get back to ‘New York. They thought 
that I could do it more quickly. 

Senator Krravuver. but there was some conversation about your 
work, wasn’t there ¢ 

Mr. WenzeLL. Mostly, when would I get through, and when would 
1 be back. 

Senator O’Manonry. What period ¢ 

Mr. Wenzecu. ‘The summer of 1953. 

Senator Kerauver. | am taiking about May to September in 1953. 

Senator O’Manonry. Do I understand, Mr. Wenzell, that your 
work for which you were assigned to Washington after the conversa- 
tion with Mr. Woods was to make this report which you have outlined 
this morning and which now I understand is before the committee, in 
full text ; that was your sole job, was it? 

Mr. Wenze.u. That was when I went down, yes, sir; and in Septem- 
ber I thought it was finished. 

Senator O’Manoney. And when you afterward visited the Atomic 
Energy Commission, you were, as the record shows—you signed in as 
of the First Boston C orp. 

Mr. WenzELL, I wasn’t hiding it at all. 

Senator O’Manonry. No. You were signing in that capacity. 
Did vou have anything to do with the financing which the First Boston 
Corp. finally accomplished of the Mississippi Valley Generating Co.— 
did you have anything to do, as vice president of the First ‘Boston 
Corp., with the financing of this project, which was one of the alterna- 
tive suggestions that you made in the report of September 13 ? 

Mr. Wenzett. Senator, the financing arrangements which were 
made by the First Boston Corp. and by Lehman Bros., w orking jointly, 
were started in some time about the 10th of May 1954. Mr. Miller was 
here and testified that he was very active in the work. I had nothing 
kena to do with those financing arrangements. 

Senator O’Marronry. You had nothing whatever to doa— 

Mr. Wenzeti. With the financing arrangements. 

Senator O’Manonry. What year? 

Mr. WenzeLL. 1954. 

Senator O’Manonery. 1954. 

But your report was tiled September 1953, so I conclude from your 
answer that between that date and May 10, 1954, you did have some- 
thing to do with this project. 

Mr. Wewze.t, Between what dates ? 
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Senator O’Manonery. Between September 13, 1953, when you filed 
your report and recommendations, upon which Mr. Dodge and Mr. 
Hughes were to develop policy with respect to power and the TVA, 
between that date and May 10, 1954—and I am just using your own 
words, Mr. Wenzell 

Mr. Wenzexu. I am trying to be very, very, very 

Senator O’Manonry. And I think you are 

Mr. WENZELL. Very concise and accurate in my reply. 

Senator O’Manonry. All I want is facts. 

Mr. Wenze.u. Well, I was in Washington, in the Bureau of the 
Budget again 

Senator Keravuver. They cannot hear you down at that end of the 
table at all. 

Mr. Wenze.u. I am having trouble with my voice. 

Senator O’Manonry. They have bad acoustics in this committee 
room. 

Mr. Wenzet.. I was in Washington again from, starting on Jan- 
uary 18, 1954, I was not in Washington except 

Senator O’Manoney. Let me put it this way: It is not where you 
were, but what you were doing that I am trying to develop here. 

Now, just to refresh your recollection, the record shows that on the 
25th of February 1954 Mr. Dixon made a proposal to the Atomic 
Energy Commission. 

Mr. WenzeELL. That is right. 

Senator O’Manoney. You knew about that? 

Mr. WENZELL. Yes, sir. 

Senator O’Manoney. At the time it was made; did you not ¢ 

Mr. WENZELL. Yes, sir. 

Senator O’Manonry. Did you participate in the preparation of 
the figures and the suggestions which were worked up by the First 
Boston Corp. to enable Mr. Dixon to make that proposal ? 

Mr. Wenzetu. I participated in many meetings, a number of meet- 
ings, in January and February, prior to that proposal here in Wash- 
ington—some meetings were held with members of the Bureau of 
the Budget at the Atomic Energy Commission, some meetings were 
held in New York, at the offices of the Middle South Co., one of them 
at the Southern Co.’s office prior to the preparation—prior to the 
introduction of the February 25, or first proposal. 

Senator O’Manoney. And you participated in those meetings ? 

Mr. Wenzett. I was at many dtm meetings, yes, sir, trying to 
move the thing along, working to advance the policy that the Bureau 
of the Budget had adopted prior to that time, and trying to see if a 
proposal could be worked up. 

Senator O’Manoney. With respect to the financing arrangements? 

Mr. Wenzett. I was doing general work for the Bureau of the 
Budget 

Senator O’Manonery. Well, in order to be perfectly clear, let me 
hand you a copy of exhibit No. 12, which was produced for this com- 
mittee in responce to the request of the chairman by Mr. Dean and Mr. 
Miller. Mr. Miller was questioned about it. 

You will observe that it has the significant title “TVA,” and that 
your name leads all the names of the persons who participated in that 
discussion, all of whom were members and executives of the First 
Boston Corp.—Wenzell, Miller, and Mr. Cannon. 
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Mr. Wenzett. That is correct. 

Senator O’Manoney. You were at that meeting? 

Mr. WeNzeLL. I was at the two meetings. 

Senator O’Manonry. At that meeting, and the next day? 

Mr. Wenzeww. That is right. 

Senator O’Manonry. And does that exhibit not show that whatever 
else was discussed at those meetings, financial arrangements were 
discussed, because that memorandum refers to the interest rate upon 
bonds, the percentage of debt, the amount of common stock; in other 
word, the ratio of debt to equity, and all of that is noted there, indicat- 
ing that at that meeting of the 5th of February 1954, the First Boston 
Corp., with your participation, was discussing the financial arrange- 
ments of the Mississippi Valley Generating Co. ? 

Mr. Wenzewi. That is right. 

I had a very important item, in submitting the proposal—in fact, 
the proposal could not have gone in without having the essential charts 
on what the cost of the money was going to be, and the Bureau of 
the Budget was extremely interested to mes that settled, down to 
the narrowest point 

Senator Anperson. Then, do I understand 

Mr. WENZELL (continuing). That the interest—that we should get 
the very best advice we could, and I went to the place where I was sure 
I could get advice. 

Senator Anperson. On this meeting you were representing the 
Bureau of the Budget ? 

Mr. WENZELL. Yes, sir. 

Senator Anperson. And that was February 5? 

Mr. Wenzeiu. February 5 and 10. 

Senator Anperson. How about February 23, when Mr. Dixon took 
you to the Atomic Energy Commission ? 

Mr. Wenzett. I was working at that time entirely for the Bureau 
of the Budget. 

Senator Anperson. Then, on February 5, February 8, February 10, 
February 18, February 19, February 20 you were working for the 
Bureau of the Budget? . 

Mr. WenzeEtu. I believe so; yes, sir. 

Senator O’Manoney. But it is clear that you were participating 
in negotiations respecting the financing of this project 

Mr. Dean. Senator, may I make the suggestion that you might 
wish to adopt, it might save time 

Senator O’Manoney. I would like to save time. 

Mr. Dean. I think you and Mr. Wenzell are speaking at cross- 
purposes in using one word. . 

What Mr. Wenzell was trying to do at the meeting on the 5th and 
10th, and again on the 23d, prior to the time they were then inter- 
ested and prior to the time that they knew the Bureau of the Budget 
was going to accept it, was what would the experts think the inter- 
est rates would be; when he says he did not participate in the financial 
arrangements that he did not participate in the negotiations with the 
issuers or the banks or the insurance companies when they arranged 
the finances, and I think the words “arrangements” and “arranging” 
are confusing. 

Senator O’Manoney. Well, the testimony was made clear by Mr. 
Miller yesterday 
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Mr. Dean. Yes, it was. 

Senator O’Manoney (continuing). That Mr. Wenzell had nothing 
to do with the financing. 

Mr. Dean. Financing arrangements. 

Senator O’Manoney: But you had a lot to say about what the in- 
terest rate ought to be and what the ratio of equity to debt should 
be. 

Mr. Wenzeii. I think Mr. Hughes and the Bureau looked to me to 
make sure that any figures used in there were really sharpened right 
down. 

Senator O’Manoney. And during all this period when you were in 
this conference on the 5th of February, you were representing the Bu- 
reau of the Budget and not the First Boston Corp. ? 

Mr. Wenzety. That is what I took my role to be; yes, sir. 

Senator O’Maiionry. You were at that time on loan from First 
Boston to the Bureau? 

Mr. WENzELL. Yes, sir. 

Senator O’Manonery. You were still on salary from First Boston 4 

Mr. WenzELL. Yes, sir. 

Senator O’Manonrey. And you were traveling on Government 
vouchers ? 

Mr. Wenzett. From Washington to New York for the most part I 
did; yes, sir. 

Senator O’Manoney. And were you receiving any compensation 
from the Government at all? 

Mr. Wenzeuti. Well, I—when I remembered to put it in, yes, sir, a 
number of times I forgot to put it in—you are talking about the $10 
per diem ? 

Senator O’Manonry. The per diem. 

Mr. WeEnNzELL. Yes. 

Senator O’Manonry. You did put in the per diem? 

Mr. WENZELL. From time to time. I mean, I was always very 
careless 

Senator O’Manoney. Well, I thank you for your very frank answer, 
Mr. Wenzell, it makes clear that you were receiving a per diem and 
traveling expenses from the Bureau of the Budget and you were par- 
ticipating in the conferences of the First Boston Cor p. with respect to 
what the bonds and debt should be, conferences at which no other 
persons than members of the First Boston Corp. were present ? 

Mr. Wenzeti. What was that? 

Senator O’Manonery. Conference at which—as shown by exhibit 
12, nobody was present except 

Mr. WENzELL. Yes. 

Senator O’Manoney. First Boston Corp. representatives. 

Mr. Wenzetu. That is right. 

Senator O’Manoney. Thank you very much. May I have that 
exhibit ? 

Senator Annerson. Mav I ask a question? 

Senator Krravuver. Well, I wanted to have a little recess of some 
time, for about 10 minutes. Do you want to go on now? 

Senator Anprerson. Well, could I ask again about the meeting of 
February 10? 

Mr. Wenzetu. February 10; yes, sir. 
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Senator Anprerson. Did you deal with Dixon- Yates on the financing 
of this project at that time? 

Mr. Wenzeti. That February 10 meeting was attempting generally 
to find out what the interest rates were, how long the bonds should 
run, capital ratio, I think—— 

Senator Anperson. The meeting of February 8, when you went to 
the Atomic Energy Commission, that was a discussion of the project, 
the Dixon-Yates project, was it not ! 

Mr. Wenzewu. It was 2 discussion of a project which developed 
later on into what was known as Dixon- Yates; yes, sir. 

Senator Anprerson. And, now, you went in with Mr. Dixon, and 
was that also discussed with—— 

Mr. Wenzetu. They were all on the same—trying to advance the 
whole thing and—— 

Senator Anperson. On February—— 

Mr. Wenzett. What date was that? 

Senator Anperson. On February 8, you went in with Mr. Dixon to 
see General Nichols? 

Mr. Wenze.L. I believe so; yes, sir. 

Senator Anprrson. Mr. Dixon was actively participating in the 
formation of this project 4 

Mr. Wenzetu. He was trying to get a proposal in; yes, sir. 

Senator Anperson. Well, he not only was trying, he had a tentative 
proposal by that time? 

Mr. Wenzeti. No; February 25, the first proposal was in, Senator. 

Senator Anpverson. All right. February 23, you went in with Mr. 
Dixon to see General Nichols; at that time you discussed with General 
Nichols and Mr. Dixon the project that has been termed “the Dixon- 
Yates project,” did you not? 

Mr. WenzELL. We discussed the project that we were then working 
on; yes, sir. 

Senator Anprerson. Yes; and you were then with the Bureau of the 
Budget ? 

Mr. Wenzetu. Yes, sir. 

Senator Anperson. One statement that interests me was the state- 
ment in the President’s press conference stating that—this is in the 
New York Times of June 30, 1955: 

President Eisenhower today dashed cold water on Mr. Kefauver’s charges. 


“Mr. Wenzell,” he said, “was never called in or asked a single thing about the 
Dixon-Yates contract.” 


* * * oe * * * 

“My understanding is that quickly as the Dixon-Yates thing came up, he 
resigned,” President Eisenhower added. 

Mr. Dean. May I—well, doesn’t that refer to the Dixon-Yates 
power contract later? 

Senator Anperson. I don’t know what the Dixon-Yates con- 
tract 

Mr. Dean. Doesn’t it refer to the Dixon-Yates contract? 

Senator Anperson. About the Dixon-Yates contract, that is right. 

Mr. Dean. Well, the contract you are referring to—Mr. Wenzell had 
nothing to do with the development of the Dixon-Yates contract other 
than the development of the interest rates. 

Senator Kerauver. Well, Mr. Dean, of course—— 

Senator Anperson. Did I understand that 
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Senator Kerauver. Let Mr. Wenzell testify. 

Senator Anprerson. Are you willing to state under oath you had 
nothing to do with the Dixon-Yates contract except discuss interest 
rates ? 

Mr. Dean. If he knows. 

Mr. WeNzELL. I 

Senator ANperson. When you went out to Mr. Dixon’s office and 
had discussions that developed into the Dixon- Yates contract, did you 
confine your discussion to interest rates and stay out of all other dis- 
cussion of it ? 

Mr. WenzELL. Financial matters was all I was discussing, interest 
rates, maturities, ratios and 

Senator Kerauver. And how much equity, how much bond in- 
debtedness, different ways to be financed ? 

Mr. WeNzetL. What would be an optimum arrangement. 

Senator Kerauver. Well, that is a whole lot more than interest 
rates—and I hope that we just don’t hear about this phony interest 
rates anymore. 

Senator Anperson. You went in on the 23d with the Atomic Energy 
Commission ? 

Mr. WenzeELL. Yes. 

Senator Anprerson. I have the AEC chronology and it shows Mr. 
Dixon, Mr. Yates, McCandless of the Bureau of the Budget in—you 
were, of course, present, but your name was not mentioned. 

Mr. Dixon showed Mr. Nichols a letter which he was trying to set up 
pertaining to his proposal for furnishing power; it was essentially as 
he had discussed originally, which you discussed on the 8th and the 
10th—was that proposal only the interest rates or was it a compre- 
hensive proposal of what was the Dixon- Yates plan ? 

Mr. Wenzett. The proposal referred to at that time I thought was 
a draft of the proposal which went in on the 25th. 

Senator Anperson. That is right, and it covered the whole thing, 
not only interest rates. 

Mr. WENzELL. Covered the whole thing, including the interest rates. 

Senator Keravuver. I would like to ask my colleagues how long you 
want to go on this afternoon. 

Mr. Wenzetu. Well, could I add one thing? 

Senator Keravuver. Yes, indeed. 

Mr. Wenzett. Those proposals, four proposals, wound up by saying 
if they were accepted, and so forth, they would then undertake to 
arrange—go into a definitive contract. 

Senator Anperson. I understand they were not the definitive con- 
tracts, but they were Dixon- Yates proposals. 

Senator Krrauver. Suppose we ask you, Senator Butler, how long 
you want to stay this afternoon? We could have a recess or shortly 
adjourn, whichever you wish—or you, Senator Anderson. 

Senator Gore. Let us adjourn. 

Senator Kreravuver. Suppose we just ask this final question, Mr. 
Wenzell. 

After this all-day conference up in New York which they regretted— 
you regretted that Senator Hill or anybody thought there was any- 
thing secret about the participation of First Boston, you were sup- 
posed to come down and complain to Mr. Hughes that you weren’t put 
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into the chronology, and you wanted First Boston’s participation 
made public. Did: you tell Mr. Hughes about it? 

Mr. Dean (aside, to Mr. W enzell). Yes. Here is the letter. 

Senator Kreravuver. Have you got a letter to Mr. Hughes? 

Mr. Dean. A letter from Mr. Hughes to Senator Hill explaining 
further, dated March 16. 

Senator Kerrauver. That is Senator Hill’s letter, but I am 
asking 

Mr. Dean. No; Mr. Hughes’ letter to Senator Hill. 

Senator Kerauver. Yes; we have that in the record. 

Mr. Dean. No, sir. 

Senator Gore. I suggest Mr. Wenzell answer the question. 

Senator Krerauver. Yes; we have that letter in the record. 

Mr. Dean. No, sir. 

Mr. Keerre. In the hearing, June 27. 

Mr. Dean. What? 

Mr. Keerre. June 27. 

Senator Krerauver. But my question was, Mr. Wenzell was sup- 
posed to come down and tell Mr. Hughes—and tell Mr. Hughes, 
complain to Mr. Hughes that you were not included in the chronology 
and that you wanted your participation made public. What did 
you tell Mr. Hughes when you came back down ? 

Mr. Wenzett. I did not see Mr. Hughes, only by telephone, after 
that time. 

Senator Kerauver. You did not follow the instructions of your 
lawyer after that conference 

Mr. Wenzeti. I had no further conference with Mr. Hughes at 
that time. 

Senator Kerauver. On February 19—does Mr. Hughes know now 
that the First Boston was the financing agent? 

Mr. Wenzett. Well, I would assume so; yes, sir. 

Senator Keravuver. Would it come as somewhat of a surprise to 
you that he didn’t know it a few days 

Mr. WENzELL. I was quite surprised; yes, sir. 

Senator Krerauver. Why were you quite surprised ¢ 

Mr. Wenze.u. Well, I thought he would have known it a long 
time ago. 

Senator Krrauver. Well, you told him about it? 

Mr. Wenze.u. I made it abundantly clear to him; yes, sir. 

Senator Krrauver. You had had how many conv ersations—a num- 
ber of conversations about it? 

Mr. WENzELL. Well, I hadn’t seen or been in contact with Mr. 
Hughes from, I think it was April 1954, was the last time I saw or was 
in contact with Mr. Hughes. 

Senator Krrauver. Could you have possibly have conceived of him 
not knowing that First Boston was the financial agent ? 

Mr. Wenzetn. Well, there are a lot of funny things I find here in 
Washington, around this table, not knowing about First Boston for 
a long time—lI just don’t understand these things. 

Senator ANDERSON. Particularly when under oath. 

Senator Kerauver. I haven’t any other questions of Mr. Wenzell 
this afternoon. 

Senator Gore. You were about to cite a letter. 
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Mr. WenzeEtL. Well, this was a copy of a letter from Mr. Hughes 
to Senator Hill dated March 16. 

Senator Gore. What in your opinion is significant about that 
letter ? 

Mr. WeNzE.u. I don’t know. 

Senator Gorr. Well, your counsel just handed it to you. Would 
you advise with him as to its significance ? 
Mr. WenzeLu. What the signific ance of this letter is here? 
Mr. Dean. Well, I suggest you read it. 


Mr. Wenzetn. This is written from Mr. Hughes to Senator Hill, 
dated March 16, 1955: 


On February 11, in response to your urgent request for an immediate reply 
of that date, I wrote you concerning the consultative services of Mr. Adolphe 
H. Wenzell to the Bureau of the Budget. Although * * * Mr. Wenzell’s services 
are as set forth in that letter, supplementary information after the period when 
his services were used has come to my attention and I am sending it to you to 
complete the record. In addition to the services of Mr. Wenzell described in my 
letter of February 11, our records show that Mr. Wenzell attended at our re- 
quest at two meetings between March 2 and April 3, 1954. Our records further 
show that these meetings were concerned with technical aspects of the proposal 
then being made by Dixon-Yates 

Senator Gore. Did you discuss this first letter with Mr. Hughes? 

Mr. WENzELL. No, sir. 

Senator Gore. Did you convey to him any information, any opin- 
ion, any word, or advice with respect to his omission of your name in 
his first letter ? 

Mr. Wenzetu. I did not, but I think my office in my absence wrote 
him and corrected these dates and called his attention to the difference 
between this March 2 and—— 

Senator Gore. Are you referring to your Washington office or New 
York ? 

Mr. Wenzeiu. No; I am talking about the New York office of the 
First Boston Corp. 

Senator Gore. Do you have a copy of that letter? 

Mr. Wenzetu. I think I can produce it. I don’t have it here. 

Senator Gore. Mr. Chairman, I respectfully request it. 

Senator Kerauver. Mr. Wenzell, could you produce the letter and 
have it with you at the next hearing? 

Mr. Dean. We will be glad to ‘produce it, although I personally 
think it was a telephone conversation, but if there was such a letter, 
we will. 

Senator Gore. Well, Mr. Dean, when I asked the question of Mr. 
Wenzell, you said in an aside to him, “Yes. Here is the letter.” Will 
you explain? — 

Mr. Dean. Could I have the question read back? 

Senator Gore. Would you read it, Mr. Reporter ? 

(Reporter consults notes.) 

Senator Gore. I hate to take the time of the committee, but I 
think—— 


Senator Kerauver. Can you recapitulate what it was that we want 
to find out about it ? 

Senator Gorn. My best recollection is that I asked Mr. Wenzell if 
he advised Mr. Hughes of the omission of his name and that of First 
Boston in his letter to Senator Hill and as I recall, that was the 
question and as I recall it, it was at that point that Mr. Dean in an 
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aside to Mr. Wenzell said, “Yes, here is the letter.’ Am I correct 
Mr. Dean ? : 

Mr. Dean. Not quite correct. 

Senator Gore. I will let it stand at that. What did you mean by 
“Yes” ? ” . 

Mr. Dean. I meant Mr. Hughes had been informed between our 
meeting in New York on Saturday, February 19, and the time he 
wrote this letter on March 16. 

Senator Gore. You are positive of that ? 

Mr. Dean. Yes, I am. 

Senator Kerauver. While we are talking about the letter, Mr. Wen- 
zell, this letter—— 

Mr. Wenzevt. May I make a statement? 

Senator Krerauver. Yes. 

Mr. Wenzetu. I think there was a letter sent from the office of the 
First Boston to Mr. Hughes giving him this revised date. The rea- 
son I know, I was in Central America at the time. I had left New 
York along the end of February and the first of March and was back 
the first of. April, so I should have been the one that wrote the letter. 

Senator Kerauver. Well, Mr. Wenzell, you were there at the F eb- 
ruary 19 meeting ¢ 

Mr. WENZELL. I was. 

Senator Kerauver. Didn’t you call Mr. Hughes on the telephone? 

Mr. Wenzeu. I didn’t. I testified to that earlier. 

Senator Kerauver. And had no conversation with him? 

Mr. Wenzexti. And had no conversation with him at all. 

Senator Krrauver. While on the subject of the letter, Mr. Wen- 


zell, you have seen this first letter of Mr. Hughes to Senator Hill, did 
you ¢ 

Mr. Wenzeti. The one dated 

Senator Kerauver. February 11. 

Mr. Wenzeut. Yes, sir; I think I have. 


Senator Krerauver. In which he says: 


Mr. Dodge advises me that Mr. Wenzell was engaged as a technical expert 
to advise the Director of the Budget regarding the accounting system of the 
Tennessee Valley Authority, particularly as to comparison of its annual reports 
of earnings with those of private industry, which has differing requirements 
as to taxes, interest, etc. Mr. Wenzell was requested to analyze and explain 
the differences in the two types of accounting systems and their significance 
in measuring real results. Mr. Wenzell was also asked to review the allocation 
system for distribution of costs between power, navigation, flood control, and 
other purposes, concerning which the Bureau of the Budget makes recommenda- 
tions to the President. 

That letter, Mr. Wenzell, just does not state the full purpose of 
what you were to do; does it # 

Mr. Wenzett. It covers pretty generally what—a large part of 
the area in my report. 

Senator Kerauver. Except that you were also to make recommenda- 
tions as to the alternatives as to what could be done. 

Mr. Wenze.u. I mean, whether they knew that was to be made or 
not, they were in my report 

Senator Krravuver. The on, Mr. Hughes did not need to advise with 
Mr. Dodge what you were doing. He knew because he had read your 
report; didn’t he ¢ 
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Mr. Wenzetu. Yes, but Mr. Dodge had given me my original in- 
structions. I suppose that is what he means in that letter. 

Senator Keravuver. It doesn’t mention Dixon- Yates at all; does it? 

Mr. Wenze.y. There was no Dixon-Yates at the time the report 
was written, in the summer of 1953. 

Senator Keravuver. I know, but this was about your full activity. 
You see, that letter was written February 11, 1955, and he does not 
say anything about your coming back here in the spring and winter 
of 1954 to work out the Dixon- Yates deal. 

Mr. Wenze.u. Well, I thought the dates covered in that letter of 
my activities—doesn’t it say in there, doesn’t that first letter say, 
March 1954? 

Senator Kerauver. Well, he has the dates, he says you worked 
between 1953, March 2 

Mr. WENZELL. 1954? 

Senator Kerauver. 1954, but it does not say anything about Dixon- 
Yates in this letter so the letter is just not accurate. 

Mr. Dean. That is why we asked him to correct it. 

Senator Kerauver. Very well. Mr. Wenzell, we will continue with 
your testimony at 2 o’clock Monday. 

Senator Lancer. Let me ask 3 or 4 questions. 

Senator Keravver. All right, Senator Langer. 

Senator Lancer. Did you discuss this matter of TVA with anyone 
before November 3, 1952? 

Mr. WenzeE.LL. No, sir. I don’t think I did; no, sir. 

Senator Lancer. Anytime between November 3, 1952, to February 
11, 1953, did you discuss it? 

Mr. WENzELL. No, sir. 

Senator Lancer. About TVA? 

Mr. WENZELL. No, sir. 

Senator Lancer. About February 20 did you discuss with anyone? 

Mr. WENZELL. No, sir. 

Senator Lancer. 1954? 

Mr. Wenzext. The earliest I discussed it was sometime in April 
1953 with Mr. Woods in New York, that is my recollection, the first 
time with anybody. 

Senator Lancer. When the report was completed, to whom did you 
give it? 

Mr. Wenzetu. To Mr. Hughes or Mr. Dodge, I don’t remember 
which. 

Senator Lancer. At that time did either Mr. Hughes or Mr. Dodge, 
or whoever you gave the letter to, discuss TVA ? 

Mr. Wenze tL. I just turned in the report to him. 

Senator Lancer. Did you have conversation with them? 

Mr. Wenzetx. Not at the time I turned it in, no, sir. 

Senator Lancer. Did you ever have a conversation with either 
Mr. Dodge or Mr. Hughes about TVA ? 

Mr. Wenze tL. I testified that before I turned in the report, I had 
had a meeting one day with Mr. Hughes and with one of the assist- 
ants in Mr. Hughes’ office, in going over the text of this report, I 
had a discussion that day, they made a few minor changes—I can’t 
I can’t remember. 

Senator Lancer. Was that what he testified to? 

Senator Kerauver. Yes. 
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Senator Lancer. I do not want toduplicate it. 

Senator Kerauver. Mr. Hughes and another man went over it and 
made some recommendations for minor changes, he testified. 

Mr. Wenzeti. Mostly minor changes in language, nothing of sub- 
stance. 

Senator Lancer. Did you realize if, as and when your report was 
adopted, it would hurt TVA? 

Mr. Wenzetu. Did I realize that if the report was adopted, it would 
hurt TVA? 

Senator Lancer. Yes, if it were adopted, it would hurt TVA. 

Mr. Wenzetu. I would have thought that if they adopted the report, 

would be the best thing in the world for TVA. 

Senator Lancer. You would think so? 

Mr. Wenzetv. I would think so. 

Senator Lancer. And you still think so, do you? 

Mr. Wenzett. Oh, yes, sir, I still think it is the answer. 

Senator KEravver. Ww hat did you mean by “it would be the best 
thing in the world”—in that it would divide up TVA and eventu- 
ally dismantle it? 

Mr. Wenzeti. No, TVA would keep steam power in an area out- 
side the Federal Government 

Senator Lancer. Mr. Wenzell, your report shows it had been grad- 

ually expanding and making more and more money all the time, 
year after year after year, the report shows that. 

Mr. Wenzevv. It had been growing very rapidly, yes, sir. 

Senator Lancer. And I believe your report said “tremendous 
growth,” you said. 

Mr. Wenzeti. I wouldn’t doubt. 

Senator Lancer. Why do you say now if the report had been 
adopted, it would be the best thing for the TVA? 

Mr. Wenzext. Well, I think the basic problem of the thing was 
what to do on a situation where through a long development of a 
philosophy, the hydro situation and the water resources had been com- 
pletely developed, and then that grew into an entirely different thing, 
which was the power business, w vhich was the steam power business, 
and for which there was no more reason to put steam plants of a Fed- 
eral nature into the area than in Washington or Philadelphia or San 
Francisco, and I think this was the—in fact 

Senator Lancer. In other words, your philosophy was that they 
shouldn't have any steam power at ‘ail down there? 

Mr. Wenzevy. Other than what was necessary to keep the hydro in 
balance, beyond that I don’t think they should have it. 

Senator Lancer. Well, under your philosophy if TVA hadn’t had 
steam plants down there, the municipalities and farmers would still 
be without lights 

Mr. WenzELu. No; that development carried along very well all 
the time they were developing the water power, but it came to an end 
on that, several years ago 

Senator Lancer. Don’t you know, as a matter of fact, that hun- 
dreds of thousands of farmers did not have lights and power until 
TVA was developed ? 

Mr. Wenzety. Well, I think that is undoubtedly true, but I think 
that is true of the whole electrical industry throughout the country. 
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Senator Lancer. Do you believe that the farmers of the Nation 
should not have light and power unless they do it by private utilities ; 
is that your basic ‘philosophy Q 

Mr. Wenzexu. Well, I think every section of the country should 
have adequate light and power; yes, sir. 

Senator Lancer. By private companies? 

Mr. Wenzett. I have that basic philosophy; yes, sir. 

Senator Lancer. Well, is there any reason why 20 years ago the 
private utilities did not go down and provide the light and power in 
the country ¢ 

Mr. Wenzetu. Well, for a long time—I don’t know that I could 
persuade you of your erroneous thought, Senator 

Senator Lancer. It is not a matter of persuasion. I am interested 
in the fact that hundreds of thousands of farmers did not have power 
in 1933 when it was established. 

Mr. WenzeLL. Yes; but there were other sections of the country 
besides TVA where that rig 

Senator Lancer. All right. Now, take in the Middle West, where 
there were thousands of farmers that had lines go right by their 
farms, but if they wanted to hook up to it, it would cost $1,200 or 
$1,300. The private utilities owning those lines would not connect 
up unless they paid them $1,200 or $1,300 apiece—is that your basic 
philosophy, that those farmers should get along without that until 
they 

Mr. Wenze.t. I think it is a very stupid policy. 

Senator Lancer. What? 

Mr. WewnzeLt. I think it is a very stupid policy on their part, that 
TVA—— 

Senator Lancer. You think it was stupid? 

Mr. Wenzett. I think it was very stupid; yes. 

Senator Lancer. Under your basic philosophy you nevertheless 
object to TVA, don’t you? 

Mr. Wenze.u. I didn’t say that. 

Senator Lancer. What did you say? You said the policy was 
stupid. 

Mr. DrAn. He said that the private utilities’ policy was stupid. 

Mr. Wenzetu. I said the private utilities’ policy was stupid 
putting in insurmountable obstacles. 

Senator Lancer. But supposing that the private utilities kept up 
that policy from 1933, 1934, 1936, until the present time, the farmers 
would still be without light and power? 

Mr. Wenzewu. If they pursued that stupid policy, yes, sir. 

Senator Krrauver. I suppose you would agree, Mr. Wenzell, with 
another distinguished man who stated that TVA was “ce reaping social- 
ism”; is that correct? Doesn’t that sum up your attitude? 

Mr. Wenzei. Well, I would add to that at the rate they were pro- 
posing to go ahead, I would call it galloping socialism. 

Senator Krravver. You would have gone further than that other 
distinguished citizen—you wouldn't call it creeping; you wou'd call 
it galloping? 

Mr. Wenzei. I would, the way it was projected ; yes, sir. 

Senator Keravver. And you wanted to stop it? 
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Mr. Wenze.u. I was interested in seeing there was some way we 
could stop this expansion of the steam power, because to me it seemed 
to have a—— 

Senator Keravuver. Well, Mr. Wenzell, you are reported to have said 
down at the Bureau of the Budget when you were down the re, “Well, 
if we are going to kill the TV A, we've got to kill it now. 

Mr. Wenze.u. I don’t remember making a statement like that. 

Senator Kerauver. But you would not “be a if you did 

Mr. Wenzeut. I would be surprised. I am sure I didn’t make a 
statement of that kind. 

Senator Lancer. Maybe you used the word “wyeck” instead ¢ 
“kill.” | Laughter. | 

Mr Wenzevi. Lam sure I said neither. 

Senator Kerauver. All right, Mr. Wenzell, we will continue on 
with your part of the testimony next Monday at 2 o’clock, if that is 
convenient, Mr. Dean, with you. 

Mr. Dean. Senator, I had another appointment with a department 
of the Government for 4 days I will have to postpone. Would it be 
convenient if we made it at 3 o’clock Monday ? 

Senator Kerauver. You have an associate, Mr. Dooling. He could 
pinch-hit for an hour ? 

Mr. Dean. Very well. 

Senator Kerauver. [ will announce that I do not think it is going 
to be possible to get this mimeographed, this part of the record ready 
until tomorrow, so we will not release it this afternoon, but we will 
release it just as soon as it is finished, 10 or 10:30 in the morning. 
We will send it over to the Press Gallery. 

As chairman of this task force or subcommittee, I have received a 
letter from Mr. Brownell which I will read into the record at this 
point and release copies of it to the press. 

[ will also read into this record and release copies to the press of 
comments by myself in reply to Mr. Brownell’s letter, and say that 
Iam not at all satisfied with Mr, Brownell’s reply, that the legislative 
and historical background of the FBI does not show that it was to 
be used for investigating sovereign cities, although probably legally 
Mr. Brownell had the right to so use the FBI for that purpose, and 
L also point out in the statement that the FBI is terribly pressed and 
is short of agents, and there is a mandate that the FBI is supposed 
to be kept out of politics and matters of a political nature, and that 
in my opinion it does violate the basic intention of the FBI, and also 
itis ve ry poor pohe Vv. 

We are not satisfied with Mr. Brownell’s reply and unless the matter 
is clarified in the meantime we at a later date will ask him to give him 
further explanation—but we want to get on with Mr. Wenzell’s testi- 
mony and the testimony of other witnesses. 


I feel I should also submit this matter to Senator Kilgore and the 
entire Judiciary Committee. 


I think it is fair to say that since Memphis has given notice of the 


cancellation of its contract, it is basically not the business of FBI or 
Mr. Brownell how Memphis is going to get its power. If they want to 


go back to lanterns or gaslight, it is their business and not Mr. Brow- 
nell’ s or the FBI’s. 


Anything else, Senator Langer, this afternoon ? 
65950 56 pt. 1 - 18 
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Senator Lancer. No. 

Senator Kerauver. Senator Butler? 

Senator Burier. No, sir. 

Senator Kerauver. Senator Gore? 

Senator Gore. No. — 

Senator Kerauver. Senator Anderson? 

Senator ANDERSON. No. 

Senator Kerauver. The committee will stand in recess until 

Senator Lancer. Might I inquire, Mr. Chairman—or make a motion 
that Mr. Brownell appear before this committee. I am entirely dis- 
satisfied with this letter. 

Senator Krrauver. Senator Langer is entirely dissatisfied with 
the letter and as the matter stands now, no motion 1s necessary because 
the previous order inviting him to appear before the committee stands 
and unless the matter is satisfactorily explained to the entire satisfac- 
tion of the committee, he will be further invited to come before the 
committee and testify and make further explanation, so no further 
motion is required, because that is the order of the committee now. 

The committee will stand in recess until 2 o’clock Monday afternoon. 

(Thereupon, at 5: 15 p. m., the subcommittee took a recess to recon- 
vene on Monday, July 11, 1955 at 2 p. m.). 

(A copy of Attorney General Brownell’s letter and Senator 
Kefauver’s comments on it follow:) 


OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C., July 7, 1955. 
Hon. Estes KEFAUVER, 
United States Senate, Washington, D. C. 

DEAR SENATOR KEFAUVER: In your letter of July 6, 1955, you state that the 
subcommittee is interested in having an explanation of my action in asking the 
Federal Bureau of Investigation to inquire about the recent decision of the city 
of Memphis to build an electric generating system. 

In the light of the action which had been taken by Congress, it became neces- 
sary in carrying out my official duties to know what the facts were looking 
toward a definite commitment by the city of Memphis in connection with its 
proposed construction. In order properly to advise the Bureau of the Budget 
and other interested executive agencies, it was desirable to know exactly what 
steps had been taken or were being planned by the city of Memphis looking 
toward the construction of a municipal powerplant. I asked the Federal Bu- 
reau of Investigation, which has an office in Memphis, to make such an inquiry. 

Although it is not generally known, you know, I am sure, that in addition to 
conducting investigations involving violations of law and the internal security 
of the Nation the FBI has many other investigative functions. It conducts in- 
quiries to gather facts to enable the Department to render certain legal opinions ; 
it investigates personnel applying for Federal employment; it makes investiga- 
tions involving a great deal of civil litigation, and it conducts any other in- 
quiries necessary to enable the Department of Justice to carry on its many other 
official duties. 

The recent appropriations act authorized funds for the Federal Bureau of 
Investigation which would cover “such other investigations regarding official 
matters under the control of the Department of Justice * * * as may be di- 
rected by the Attorney General. * * *” (See H. R. 5502, 84th Cong., 1st sess., 
May 31, 1955, p. 22). The Attorney General is authorized to advise other de- 
partments and agencies in connection with official matters. In order to advise 
whether the city of Memphis has or will make definite commitments within the 
meaning of the law, it was necessary to know the facts; and it was not un- 
precedented to ask the FBI to gather such facts but on the contrary was normal 
and appropriate. 

This was recognized by the mayor of Memphis who was interviewed and, 
according to wire service reports, said that the FBI agents were “very courteous 
and certainly asked nothing beyond certain information that was necessary for 
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Washington officials to determine if we had legal authority to construct the 
plant and were really sincere in our statements.” 

In view of the Cabinet meeting tomorrow and other matters which I had 
previously scheduled for the afternoon, it would not be convenient for me to 
appear before your committee tomorrow. I trust that this letter will answer the 
question which you had in mind, but if not, if you will communicate with the 
Deputy Attorney General I will be glad to make arrangements convenient to 
the committee at a later date. 

Sincerely, 
HERBERT BROWNELL, Jr., Attorney General. 


STATEMENT OF SENATOR ESTES KEFAUVER 


I have just received a letter from Attorney General Brownell in reply to my 
letter of July 6. This will be placed in the record at this time. 

The Attorney General stated that the FBI, in addition to certain specified 
duties “conducts any other inquiries necessary to enable the Department of 
Justice to carry on its many other official duties.” He further stated: “The 
Attorney General is authorized to advise other departments and agencies in 
connection with official matters. In order to advise whether the city of Memphis 
has or will make definite commitments within the meaning of the law, it was 
necessary to know the facts; and it was not unprecedented to ask the FBI to 
gather such facts but on the contrary was normal and appropriate.” 

It is subject to serious question whether the use of the FBI by Attorney 
General Brownell was a proper use. Apparently, the FBI was requested to 
make an investigation to determine whether the city of Memphis intended to 
make definite commitment to take care of its own electric power requirements. 
I question whether this was a “normal and appropriate” subject of inquiry by 
the FBI. 

When the late Justice Harlan F. Stone was Attorney General it was stated: 
“One of the cardinal rules enunciated at that time was that the Federal Bureau 
of Investigation should be completely divorced from the vagaries of political 
influence” (Congressional Record p. 5271( Apr. 30, 1937, vol. 81, pt. 4). The use 
of the FBI in this matter was certainly an involvement in a matter of consider- 
able political significance. It should be noted that when the FBI appropriation 
was considered in May of this year by the Senate Appropriations Committee, 
the statement was made: “The Bureau’s investigative staff has been critically 
overassigned for the past many years. In a geographical sense, our manpower 
is spread exceedingly thin. * * * We have been able to keep abreast of our many 
responsibilities solely because of the fact our agent staff has made tremendous 
personal sacrifices.” 

In view of these statements by the FBI it would seem to require some extra- 
ordinary emergency to order personal sacrifice to be made by the agents. It 
would seem that the Attorney General must have had more in mind that a 
simple inquiry to the mayor of Memphis. The city of Memphis had already 
officially notified the TVA in writing that it did not intend to use TVA power 
after 1958. If TVA had any question about this notification it could have made 
un inquiry. I am confident that a simple telephone call from the Attorney 
General, the United States attorney at Memphis, or the TVA would have ob 
tained from the mayor of Memphis any information which was desired. 

Another aspect of this matter should not be overlooked. The notification by 
the city of Memphis to TVA completely relieves TVA of responsibility for sup- 
plying power to Memphis after the termination of the present agreement. It is 
no concern of the Federal Government how Memphis obtains its power after 
that time. 








POWER POLICY—DIXON-YATES CONTRACT 


MONDAY, JULY 11, 1955 


Unitep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MoNopoLy 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 2:10 p. m., in room 
124, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), O’Mahoney, and Langer. 

Also present : Senators Gore and Butler; Arthur John Keeffe, asso- 
ciate counsel, and Gladys E. Montier, clerk. 

Senator Kerauver. Mr. Dooling, we have word that other Senators 
will be here in just a few minutes. Shall we start now or would you 
rather wait? 

Mr. Doorina. I have no objection if you want to proceed, Senator. 

Senator Krrauver. I think they will be here very shortly. 

sefore proceeding with Mr. Wenzell, the Chair would like to 
announce that if we do not finish with Mr. Wenzell this afternoon we 
will interrupt his testimony long enough tomorrow to hear from of- 
ficials of the Sec urities and Excha ange Commission. 

On June 13, Mr. Wenzell and other officials of the First Boston 
Corp. were iad to testify before the Securities and Exchange 
Commission. Without explanation, the trial examiner was directed 
to suspend the taking of testimony until further notice from the 
Commission. <All efforts on the part of counsel for the State of 
Tennessee and others, including this Member of the Senate, to deter- 
mine why the hearings were suspended, have been to no avail. On 
June 16 the hearings resumed, again without explanation. 

On June 27, the Chair wrote Chairman Armstrong, of the Securities 
and Exchange Commission, a letter to which the Chair has not yet 
received a reply. The Chair will now read the letter into the record. 

JUNE 27, 1955. 
Hon. J. S. ARMSTRONG, 
Chairman, Securities and Exchange Commission, 
Washington, D.C. 


DEAR Mr. ARMSTRONG: When Chairman Demmler and other representatives 
were before the Antimonopoly Subcommittee last fall, it was understood that 
they would be called on for further information from time to time in connection 
with the Dixon-Yates financing. In line with that agreement I am writing you 
today. 

On Monday, June 13, representatives of the First Boston Corp. and Adolphe H. 
Wenzell, formerly a vice president of the corporation, were scheduled to testify 
hefore the SEC in connection with the financing plans of the Mississippi Valley 
Generating Co., better known as the Dixon-Yates contract. 

Without notice or explanation the Commission directed the trial examiner to 
suspend the taking of testimony. The hearings were later resumed on Thurs- 
day. June 16, still with no explanation as to the reason for the cancellation. 
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I should like to inquire from you whether any request or representation was 
made to the Commission with respect to the suspension of the hearings. I should 
also like to inquire whether any representation was made to the Commission by 
any official or representative of the Government asking that the hearing sched- 
uled for June 13 be canceled, or whether such cancellation was discussed by the 
Commission with any officials or representatives of any other branch of the 
Government. 

Sincerely, 
Estes KEFAUVER. 

As I said before, no answer has been received to this letter of June 
27. Accordingly, the Chair has requested Mr. Armstrong’s presence 
here tomorrow. The letter asks a simple question which should not 
have caused any great difficulty of reply, provided there is a simple, 
straightforward answer. Since the reply has not been forthcoming, 
and since the SEC is a quasi-judicial body and the questions are ex- 
tremely pertinent, it will therefore be necessary to examine Mr. Arm- 
strong at some length. 

Mr. Dooling, when we left last time Mr. Dean was going to bring 
in the so-called Ebasco memorandum. 

Mr. Doone. We have already produced that, Senator Kefauver. 
That was marked as an exhibit, exhibit 14. 

Senator Kerauver. Oh, yes; we have that. 

Senator O’Mahoney, I had just started some preliminary matters. 

Senator O’Manoney. I thought you were right in the heat of it. 

Senator Krrauver. And I believe there were some diary entries 
with reference to certain conferences of Mr. Raben and Mr. Dean of 
Sullivan & Cromwell with Mr. Wenzell and others of First Boston. 
1 think they were called for; were they not? 


TESTIMONY OF ADOLPHE WENZELL, VICE PRESIDENT, FIRST 
BOSTON CORP., NEW YORK, N. Y., ACCOMPANIED BY ARTHUR H. 


DEAN, AND JOHN F. DOOLING, OF SULLIVAN & CROMWELL— 
Resumed 


Mr. Doorrna. I didn’t think so, Senator Kefauver. I thought the 
state of the record was that Mr. Dean was asked on what he based 
the dates that he gave you, and he said he based them on office en- 
tries, and he gave the dates precisely. Now that of course can be 
done, and without any great difficulty, if you want those dates. 

Senator Kreravuver. Mr. Dooling, then he also testified as to a con- 
ference that Mr. Raben had had with Mr. Wenzell on February 26, 
and I would like to ask for the diary entry with reference to that 
conference. 

And then there was a conference also with Mr. Coggeshall. Mr. 
Dean testified Mr. Coggeshall first came to see Mr. Raben on Febru- 
ary 24, and that there was a diary entry with reference to that con- 
ference. 

Mr. Dootrne. I believe the testimony was that Mr. Coggeshall tele- 
phoned Mr. Dean on that day. 

Mr. Keerre. It is not clear from the record. It says “called.” 

Mr. Doone. But I know what you mean, Senator Kefauver. 

Senator Kerauver. And in the first week of March, Mr. Dean tes- 
tified that he had a conference with Mr. Raben, and if there is a diary 
entry of that conference, we would like to have that also. 

Mr. Doorina. Yes, Senator. 
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Senator Kerauver. Mr. Dooling, I think Mr. Dean did say that he 
would look, or that First Boston would search, for any memorandum 
in connection with the prospectus that was sent to the various insur- 
ance companies and banks. 

Mr. Doottna. Yes. I believe the request was, sir-——— 

Senator Krravver. And to confer with Mr. Keeffe about it. 

Mr. Dootine. Yes. We didn’t get them all together until deep into 
Sunday afternoon. Mr. Miller and I got them out of the files together, 
and I have them here. 

There were some 19 communications from First Boston Corp. to one 
or another of the insurance companies, that is, Metropolitan Life or 
New York Life, and the banks. 

Senator Keravuver. Mr. Dooling, may I see these very briefly, and 
then I think perhaps we can let you confer-—— 

Senator O’Manoney. Senator, before he surrenders them, would you 
permit me to ask him to give the dates of the several communications ? 

Mr. Dootina. Yes. Shall I read them serially, Senator? 

Senator O’Manonery. Read them serially beginning with the first 
one and then the last. 

Mr. Doottne. In its point of time? 

Senator Kerauver. You mean the entire communication ? 

Senator O’Manonry. Just the date. 

Senator Kerauver. All right. In the first place, who are these 
signed by on behalf of First Boston C orp 

Mr. Doone. My recollection is ni each is signed by Paul L. 
Miller, assistant vice president. 

Senator Krravuver. Do the letters show who signed them or who 
dictated the letters ? 

Mr. Doortne. I believe each one shows in the lower lefthand corner 
the initials. 

Senator Krerauver. Very well. In response to Senator O’Mahoney’s 
suggestion, will you read the dates? 

Mr. Doottne. Shall I give the addressee, Senator O’Mahoney ? 

Senator O’Manoney. It is not necessary at this time. 

Senator Kerauver. Are they all insurance? 

Mr. Doorine. Either a bank or insurance. 

Senator O’Manonery. Perhaps you might just as well give the date 
and the name of the addressee. 

Mr. Dooiina. Very well, Senator. July 16, 1954, addressed to Mr. 
Hamilton T. Slaight, vice president, the Chase National Bank. 

July 16, 1954, addressed to Mr. John F. C hilds, assistant vice presi- 
dent, Irving Trust Co. 

July 16, 1954, Mr. G. K. Handley, vice president of the Hanover 
Bank. 

July 20, 1954, addressee Mr. Arnold LaForce, second vice president, 
Metropolitan Life Insurance Co. 

July 22, 1954, Mr. Grant A. Martell, assistant vice president, New 
York Life Insurance Co. 

July 22, 1954, Mr. Hamilton T. Slaight, vice president, Chase 
National Bank. 

July 22, 1954, Mr. G. K. Handley, vice president, the Hanover 
Bank. 

Mr. John F. Childs, assistant vice president, Irving Trust Co. 
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Had I given the date of that? It was July 22, 1954, Mr. John F. 
Childs, assistant vice president of Irving Trust Co. 

August 12, 1954, Mr. Arnold La Force, second vice president, Metro- 
politan Life Insurance Co. 

August 12, 1954, Mr. Grant A. Martell, assistant vice president, 
New York Life Insurance Co. 

August 18, 1954, Mr. T. M. Ritchie, vice president, Chase National 
Bank. 

August 18, 1954, Mr. John Childs, vice president, Irving Trust Co. 

August 18, 1954, Mr. G. K. Handley, vice president, Hanover Bank. 

August 18, 1954, Mr. John Baumann, New York Life Insurance Co. 

August 18, 1954, Mr. Arnold R. La Force, second vice president, 
Metropolian Life Insurance Co. 

August 23, 1954, a letter addressed to Messrs. La Force, Metropoli- 
tan Life Insurance Co.; Baumann, New York Life Insurance Co.; 
Ritchie, Chase National Bank; Handley, Hanover Bank; Childs, Llrv- 
ing Trust Co.; Brown, Wilkie, Owen, Fargal, Ager, and Walter; Ben- 
nett, Milbank, Tweed, Hope, and Hadley. 

September 30, 1! 54, Mr. Arnold La Force, second vice president, 
Metropolitan Life Insurance Co. 

November 9, 1954, Mr. H. C. Hagerty, financial vice president, 
Metropolitan Life Insurance Co. 

Senator Keravver. I suppose the best way to handle these would 
be—there are 19 of these letters? 

Mr. Dootine. Actually I think it reduces to 18, sir, because I noticed 
there was 1 duplication. 

Senator KEFAUVER. Suppose we just make them exhibits and then 
they can be filed. Counsel can have a chance to go over them. 

Mr. Doorrne. I have put a couple of explan: tory tags on them, sir, 
and there are some enclosures which I have not specifically described. 

Senator Kerauver. After the hearing, suppose you go over them 
with Mr. Keeffe, but in the meantime let them be marked as 2 8, and 
the last one will be 46. 

(The letters referred to were marked “Exhibits 28 through 46.”) 

Senator Krerauver. Now, Mr. Dooling, at the last meeting there 
was some discussion as to whether on March 16 a letter had been 
written to Mr. Hughes suggesting that the name of First Boston 
be mentioned in the chronology or made public, over a telephone, 
and Mr. Wenzell, as I remember it, was going to see if they could 
find the letter. Has a search been made for such a letter ? 

Mr. Doottne. Yes, Senator Kefauver. As I recall the context of 
the record, it related to whether or not there had been any commu- 
nication with Mr. Roland Hughes after Senator Hill’s speech with 
reference to adding to the disclosure. 

We have not found any written communication from Sullivan & 
Cromwell or from First — Corp. to Mr. Hughes. We did find 
that on March 9, 1955, Mr. James Coggeshall, Jr., communicated by 
telephone with Mr. Hughes and supplied him 

Mr. Krerre. What date was that, Mr. Dooling? 

Mr. Dootrne. March 9, 1955; and supplied him with the additional 
period of time referred to by Mr. Hughes in his letter of March 
16, 1955, to Senator Hill. 

Senator Keravuver. You mean the additional period of time that 
Mr. Wenzell had been a consultant at the Bureau of the Budget? 
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Mr. Doone. The additional period described in Mr. Hughes’ letter 
as containing several days in which he had acted as consultant. 

Senator Keravver. Do you have a memorandum of that telephone 
conversation ? 

Mr. Dootinc. No; there is no memorandum of the content of the 
telephone conversation. We located that from Mr. Coggeshall’s 
secretary’s notebook. 

Senator O’Manoney. Mr. Chairman, I think maybe I misunder- 
stood the answer of the witness. This was a telephone conversation 
of March 9? 

Mr. Doortne. 1955; yes, Senator. 

Senator O’Manoney. Dealing with what ? 

Mr. Doottne. Supplying to Mr. Hughes’ subsequent days to the 
date, the latest date mentioned in Mr. Hughes’ earlier letter to Sen- 
ator Hill, which, as I recall, was dated F ebruary 11, 1955. The tele- 
phone conversation supplied Mr. Hughes with additional days beyond 
the March 2 date. 

Senator O’Manonry. You refer to Senator Hill’s speech? 

Mr. Dootine. Of February 18; yes. 

Mr. Keere. He is referring, Senator, to the February 11 letter. 

Senator O’Manoney. But I heard the answer, or thought I did, 
referring to the date of March 16. Would you mind re ading 

Mr. Doorinc. Oh, yes; March 16, sir, is the date of—and what I 
referred to is the date of Mr. Hughes’ second letter to Senator Hill 
which communicated to Senator Hill the additional period of time 
beyond March 2. 

Senator O’Manoney. What puzzles me is how there could be a tele- 
phone conversation on March ¥ with respect to a letter of March 16. 

Mr. Dootinea. The delay of 7 days in the letter to Senator Hill? 

Senator O’Manoney. Did the caren of March 9, the tele- 
phone conversation of Mr. Coggeshall, refer to a letter that was 
written 7 days subsequent ? 

Mr. Doo.ine. Oh, no; not in that sense, sir. What I said was that 
on March 9, in this telephone talk between Mr. Coggeshall and Mr. 
Hughes, Mr. Coggeshall supplied to Mr. Hughes the additional period 
of time during which Mr. Wenzell had acted as a consultant on 

various dates. 

Senator O’Manoney. In other words, the conversation of March 
9 gave Mr. Hughes the information which he used in writing the 
subsequent letter of March 16. 

Mr. Doorine. That is right. That is what I meant to convey. I 
gather I did not phrase it clearly. 

Senator O’Manonry. I was afraid that the record would not be 
clear. 

Senator Kerauver. Mr. Dooling, of course Mr. Hughes had already 
all of the subsequent days that Mr. Wenzell had worked, because he 
was paid his per diem during those days. 

Mr. Doortne. I did not know that, sir. 

Senator Kerauver. Well, you assume the Government keeps records 
of what they pay out ? 

Mr. Dootinc. Yes. If I may volunteer my understanding 

Senator Kerauver. So what else was in the memoranda of Mr. 
Coggeshall’s telephone conversation ? 
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Mr. Doone. Nothing was in that secretary’s note except the fact 
of the telephone call to Mr. Hughes. 

Senator Kerauver. Did she transcribe what was said ? 

Mr. Doottne. No, sir; just the fact that a telephone call was placed 
to Mr. Hughes. The content of the telephone call as I have given it to 
you we got by talking to Mr. Coggeshall. 

Senator Kerauver. Oh, I see. Did Mr. Coggeshall tell you that 
he, of course, made clear at that time to Mr. Hughes the part of the 
First Boston in this matter? 

Mr. Dootrne. He did not; no. 

Senator Kerauver. Did you ask him about that? 

Mr. Dootrne. No. We asked him what the subject matter of the 
telephone call was, and he informed us. 

Now we did not ask him whether it did not also contain some refer- 
ence to this other matter, and he didn’t answer. 

Senator Kerauver. So you don’t know whether it did or not. You 
didn’t ask him, so there is no letter about the matter ? 

Mr. Dootine. No; there is no written communication, sir. 

Senator Kerauver. Do you have any other matters there, Mr. 
Dooling? 

Mr. Dootine. Well, I think the only other unfinished business was 
making a date with Mr. Keeffe or one of his subordinates to look at 
the work folders which Mr. Wenzell built up in the course of the 
preparation of the reports, exhibit 26. 

Senator Kerauver. Yes. 

Mr. Dootinc. Now those are here in Washington and, at whatever 
time is convenient for Mr. Keeffe, I would be glad to go over them 
either with him or—— 

Senator Keravuver. Are the papers here in Washington or are they 
in New York? 

Mr. Doone. No, they are here in Washington. 

Senator Kreravuver. Mr. Keeffe, you will make arrangements? 

Mr. Krrrre. I will at the end of the day. 

Senator Keravver. I think in order to— 

Mr. Dootine. Senator Kefauver, there is only one thing, and this 
is purely voluntary. 

Senator Kerauver. All right. We are glad to have anything that 
is voluntary. 

Mr. Doottnec. We share in your interest to why the name of First 
Boston had not come up, and inquired of Cahill, Gordon’s office as to 
whether it had come up in connection with the hearings in this sub- 
committee last July. 

They told us, and I have not myself been able to verify this, that 
Middle South Utilities, Inc., produced, in response to this committee’s 
subpena and as item 86, the letter or a copy of the letter of April 14, 
1954, from First Boston Corp., by Duncan R. Linsley to Edgar Dixon, 
president of Middle South, which is a signed copy of the interest 
opinion letter that we had discussed here in these hearings last week. 

I have not been able independently to verify, but that perhaps the 
Commission’s files would disclose it if it is the fact. 

Senator Kreravuver. Mr. Sidney Davis at that time was counsel for 
this committee and these records, such records as were brought, were 
delivered to him. 
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I asked Mr. Davis if there was any reference in the report to First 

Soston. His reply was that he didn’t think so, that he didn’t re- 
member any. 

Mr. Dootine. We have not had an opportunity to go through the 
text. 

Senator Kerauver. We will examine the exhibits and make another 
check. 

Mr. Doottne. I was told it was item 86. I don’t know whether they 
supplied a list of which this was item 86 or what that means, but 
that was the information we were given from that law oflice by 
telephone. 

Senator Kerauver. I am glad to have that information, and we 
will check the exhibits that were brought in at that time. They 
were never officially presented to the committee. They were filed 
with the clerk or with the counsel of the committee. 

Senator O’Manoney. That was in the previous session, was it 
not? 

Senator Keravuver. That was last July; July 1954. 

Senator O’Manonery. Before the beginning of this Congress. 

Senator Kerauver. Yes. 

Senator Butler, we have been going through some preliminary 
things Mr. Dooling had brought in to present to the committee, and 
we tried to reach you earlier. We thought we had better go on and 
get started. 

Senator Butter. I had to be on the floor for a moment. I do 
want to be here, but the Senate is in session, and I had some stuff 
there that I had todo. Iam sorry I couldn’t be here. 

Senator Krerauver. I just wanted to explain what has happened 
up to this point. 

Senator Butter. It is a pretty hard job to keep all the rings of 
this thing going at one time. 

Senator O’Manoney. Why don’t you call it by its right name and 
say all the rings of this circus? 

‘Senator Burter. Well, this particular circus ring here doesn’t 
seem to have any difficulty in keeping going. 

Senator O’Manoney. It is very interesting. 

Senator Keravuver. I think this is a very important hearing and 
we do want to do our best to get it concluded as —_ as we can. 

Mr. Doo.tine. One matter that hasn’t been made clear is that at 
this meeting after Senator Hill’s speech, at which time astonishment 
was expressed that Senator Hill and others didn’t know about the 
participation of First Boston, and there was some determination at 
that time to make the whole matter public, it appears that a press 
release was gotten up for Mr. Coggeshall to release. A copy of the 
press release was presented here, ‘but we have never seen any paper 
where it was carried or whether it was ever put out or not. Do you 
have any such information ? 

Mr. Dootina. I have information on that. So far as I know, 
Senator, only the New York Times of February 22, 1955, carried the 
item, and it was carried, I recall, on the last or next to the last page. 

Senator Kerauver. Do you have the New York Times item? 

Mr. Dootine. I do not believe I have it with me. I have it in 
Washington, but without the page number. 
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It was the issue of February 22, 1955, and my recollection is — 
it appeared on one of the last pages of the paper, which I imagine wa 
thin that day, it being Washington’s Birthday, near the back. 

If I had to guess, ‘I would say it was on the same page as the 
shipping news. 

Senator Kerauver. And what did the New York Times—of course, 
we will get that, Mr. Dooling, but—what did it say ? 

Mr. Doottnea. I would hesitate to attempt to reproduce it, sir. I 
can have it here on tomorrow without any difficulty, but as I say, 
it won’t identify the page. 

Senator Kerauver. Very well. Suppose you bring it and we will 
see what it says. 

I think in order to try to get the testimony of Mr. Wenzell in 
prospectus and some ¢ ontinuity, Iam going to read a two- -page memo- 

randum prepared by Mr. Keetfe and members of the staff as to what 

Mr. Wenzell testified to before the Securities and Exchange Commis- 
sion. Then at the end of it, I will ask Mr. Wenzell if this fairly 
represents generally his testimony. 

I think it would be helpful because this testimony will be referred 
to quite frequently, to try to get the general line of what you testi- 
fied. I started to read this the other day, but I didn’t get to the 
end of it. 

Senator Burter. Mr. Chairman, may I suggest, or may I ask, 
rather, is the transcript of the testimony of Mr. Wenzell before the 
Securities and Exchange Commission a part of this record ? 

Senator Krrauver. We have the entire transcript. It is quite 
lengthy. 

Senator Burier. Then why would that not be the best evidence 
of what he said? 

Senator Krrauver. It would be the best evidence. We can put 
it in. 

Senator Butter. Do you think anybody can summarize what an- 
other man said and have it accurate? 

Senator Kerauver. Suppose I read this to Mr. Wenzell. I think 
it is a fair representation of what he has said. I think it might 
shorten the hearing and also give us all an idea at least as to what 
is in this lengthy transcript. 

Senator Butter. How many pages of the transcript does Mr. 
Wenzell’s testimony cover? 

Senator Kerauver. Some 200 pages. 

Senator Burier. And you are going to summarize it all in two 
pages ¢ 

Senator Krrauver. The general part of it, Senator Butler. In 
the testimony, of course, there are a lot of objections and rulings on 
objections. 

Senator Burier. Of course, that is up to Mr. Wenzell. 

Senator Krravuver. Yes; that is up to Mr. Wenzell. 

Mr. Dooxtne. Senator, my own summary of that testimony is 17 
pages and 5 lines. 

Senator Krravuver. Suppose I read this to Mr. Wenzell and see 
if he thinks this a fair representation. 

Senator Burier. I say in all due respect to the chairman that no 
living man can have a summary of 2 pages read to him of 200 pages 
cf any transcript and say that it is a fair 
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Senator Krrauver. If Mr. Wenzell says it isn’t a fair summary, 
then we will go on from there, but I think it would be helpful to every- 
body to just at least have a general line on what it was he testified 
on June 17, 1955. before the Securities and Exchange Commission. 
Mr. Wenzell, will you follow this as I go along? 

Senator Buriter. Mr. Chairman, 1 would also like to make this 
request of the chairman. I may have to go to the floor again. Be- 
fore Mr. Wenzell is dismissed, I would like the privilege of cross- 
examining him. So if the duties of the Senate take me to the floor, 
I ask that I be sent for in time to cross-examine Mr. Wenzell. 

Senator Kerauver. Mr. Wenzell, I believe your testimony before the 
SEC, that is June 17, 1955, shows that you were retained by Mr. 
Dodge, the Director of the Bureau of the Budget, as a consultant 
in May 1953, to study various phases of the Tennessee Valley Author- 
ity and the program administered by TVA; that you worked inter- 
mittently during the period May 19, 1953, to September 1953, divid- 

ing your time between the First Boston Corp. and the Bureau of the 
Budget, and that in September 1953 you completed your work or 
study, and filed a report or memorandum with Mr. Dodge. 

You testified that on January 14, 1954, you received a call from 
Mr. Hughes asking you to come to Washington on January 18, and 
from that date until approximately April 10, 1954, you again served 
intermittently as a consulant to the Bureau of the Budget. 

I have stricken out that next clause. 

During that period you attended meetings at the Atomic Energy 
Commission, at the Bureau of the Budget and in New York with Mr. 
Dixon, with Mr. Yates, and other repr esentatives of the Dixon-Yates 
combine, and also with a Mr. Seal, the vice president of Ebasco. 

In summary, your testimony was to the effect that during this 
period, January 1954 to April 10, 1955, you acted as a consultant 
to the Bureau of the Budget and at the same time acted as a go-between 
in the discussions which were taking place during that period between 
Dixon- Yates and the First Boston Corp. 

As a matter of fact, I believe it was your testimony that in the 
discussion betwe en nk irst Boston and the Dixon- Yates people you were 
the “mouthpiece.’ 

In addition, your testimony shows that you were in frequent con- 
tact with Mr. Dixon and that you met with him in meetings outside 
the Bureau of the Budget and the Atomic Energy Commission, and 
that on various occasions you accompanied him to meetings held in the 
Atomic Energy Commission. 

The record also shows that on March 2, you participated in a meet- 
ing at the Bureau of the Budget at which time Mr. Seal, the vice 
president of Ebasco, was also present, and Mr. Seal was shown a 
memorandum in draft which had been prepared for Mr. Hughes. 

The record further shows that after you had finished your work 
at the Bureau of the Budget on that day, that is March 2, 1954, you 
went to the office of Ebasco to confer with Mr. Seal. xt was also 
your sworn testimony that you reviewed the February 25 proposal 
submitted by the Dixon-Yates people to the Atomic E nergy Commis- 
sion prior to the time it was submitted, and that the advice which 
is referred in the February 25 proposal relating to the feasibility of 


financing arrangements was obtained by Dixon- “Yates from the First 
Boston Corp. through you. 
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Your testimony also shows that you reviewed the April 10 proposal 
before it was submitted to the Atomic Energy Commission, and that 
the April 10 proposal also contained references to the feasibility of 
financing, and that advice was obtained from you. 

Now, Mr. Wenzell, if that isn’t a fair statement of your testimony, 
will you state in what respects—and I think we ought to incorporate 
by reference all of Mr. Wenzell’s testimony before the SEC 

Senator Butter. Mr. Chairman, with all respect to the chairman, 
I think that is a most unfair question to put toa witness. I just don’t 
think you ought to ask a witness to summarize 200 pages of testimony 
and then say “if it is not a fair statement, show wherein it is not fair. 
When did he testify ? 

Senator Kerauver. June 17, 1955. 

Senator Butter. Could you remember 200 pages of testimony—— 

Senator Keravuver. I ask Mr. Wenzell if this is a fair statement 
or a summary of his testimony. I thought it might save some time 
here. We can stay here and go over the record, 200 pages, page by 
page, if we want to. 

I certainly instructed Mr. Keeffe of our staff to try to get up a fair 
summary. If it isn’t why 

Senator Butter. Mr. Chairman 

Senator Keravuvrr. Let’s let Mr. Wenzell—— 

Senator Burier. I would like to make a request of the Chair. I 
have a summary of what I believe to be the facts. May I read that 
so that Mr. Wenzell may also consider that? It is pretty much the 
same as you have written. I think it is pretty factual. 

Senator Keravver. Just a minute, Senator Butler. If Mr. Wenzell 
doesn’t think his testimony can be summarized, just let him say so. 
We don’t want to take any advantage of you, Mr. Wenzell. If that 
is not a fair statement, just say so, and we will have to go through the 
record piece by piece. 

Mr. Wenzetu. It is difficult, Senator, when you say “a fair sum- 
mary”; it is pretty condensed. 

I think if you want a statement like this condensed, maybe I 
ought to have a chance to go over it and try to study it a little bit and 
see if I could get the language and so forth into my thinking of it. 

For instance, the first page, the first two paragraphs seem to be 
perfectly correct. The third paragraph there where you have deleted 
that last clause, on that I don’t think it is correct. 

The third paragraph, the last sentence on there I think is correct. 
You used the expression “Dixon- Yates combine.” I don’t remember 
whether that was used in there in the testimony. 

Senator Kerauver. Well, Mr. Wenzell, suppose we do this. Sup- 
pose you take this and, from your own memory, then try to write as 
short a summary as you can. I think that would be helpful. 

In the meantime we will just make the entire testimony before the 
SEC a part of the record here for reference. 

Mr. Doone. Senator, could we have the last few words? 

Senator Kreravcver. The last few words were: 


And that the April 10th proposal also contained references to the feasibility 
of financing, and that advice was obtained from you. 


from Mr. Wenzell. 
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Suppose you take it and work it over, and then at a future hearing 
bring it back in your own language as you see it. I think that we 
can get some fair summary of these two hundred-odd pages; it will 
be very helpful in this period. 

Now, do you have a summary, Senator Butler, that you want to 
read ? 

Senator Butter. Yes. And I would like the Chairman to permit 
me to read this summary, especially in view of the fact that the Chair- 
man made, I thought, some very broad and sweeping charges against 
the President of the United States yesterday. 

Certainly I don’t want to attempt here to go into the Dixon- Yates 
matter in its entirety, because I would be perfectly honest with you, 
I don’t know it in its entirety, but I have sat here during Mr. Wenzell’s 
testimony. 

I think, as the Senator from Wyoming has said, that anybody 
that has been here and heard him, believes that he is telling the truth 
about what transpired. I think that his role in the Dixon- Yates mat- 
ter should be put on the record in the public interest. 

Senator Kerauver. Senator Bulter, do you have a summary or some- 
thing you want to read ? 

Senator Buriter. Yes, and if the Chairman will permit me, I would 
like to read it. 

Senator Kerauver. Very well. How long is it? 

Senator Burierx. It is very short. IL intended to make these brief 
remarks on the floor, but this may be the more appropriate place to 
do it. 

Mr. Wenzell acted as a consultant for the Bureau of the Budget 
from May 1953 to September 1953. At that time his activities as 
consultant completely terminated. 

Now I think this is a fair statement to make because, as I will point 
out a little later, when he came to Washington again in January of 
1954, he signed in in the Atomic Energy Commission as Mr. Wenzell, 
vice president of the First Boston Corp. There is some confusion or 
fuzziness around that date, but I think the testimony will bear it out 
that he had completed his assignment as a consultant to the Bureau of 
the Budget in September 1953. 

Shortly after January 14, 1954, Mr. Hughes telephoned Mr. Wen- 
zell in New York and asked him if he would come to Washington for 
a day or so. Now Mr. Wenzell, in answer to that call, came to Wash- 
ington on January 14, 1954. 

Mr. Wenze... Eighteenth. 

Senator Butter. Oh, I see, you came on the 18th, I am sorry. In 
answer to that call Mr. Wenzell came to Washington on January 18. 

Now at that time I think the record further shows that Mr. Hughes, 
the then Acting Director of the Bureau of the Budget, asked Mr. 
Wenzell if he could find out whether private capital would be inter- 
ested in making an offer to build a powerplant for the purpose of 
supplying the deficiency of power in the TVA area. 

Mr. Wenzell, during that visit to Washington on January 18, 1954, 
had a meeting with Admiral Strauss and others at the Atomic cnergy 
Commission, the purpose of that meeting being to discuss the question 


that Mr. Hughes had raised in his telephone conversation of Jan- 
uary 14. 
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Now Mr. Wenzell either went back to New York and returned to 
Washington or stayed over on the 19th, and at that time he went to the 
Atomic Energy Commission with Mr. Miller of the First Boston Corp., 
where he met Mr. Walter Williams of the Atomic Ener ‘gy Commission. 

On January 20, Mr. Wenzell and Mr. Miller went to the Atomic 
Energy Commission and again discussed in some detail at morning 
and afternoon meetings the possibility of interesting private capital 
in the construction of a eenerating plant in the TVA area. At that 
conference, I think Mr. Dixon and Mr. McAfee and others were 
present. 

After that meeting on January 20, Mr. Wenzell met with Mr. 
Harter, Mr. Miller, and Mr. Cannon at the offices of the First Boston 
Corp. in New York, and discussed the interest rate or the cost of the 
mney that would be necessary to attract private capital in such an 
ent r rpr ise. 

The results of the two meetings of Febru: ry 9) and Februar y 10 are 
part of this record, and they reflect that on the basis of 95-percent 
debt and 5-percent stock ratio, that the interest rate would ‘be 314, 
percent. 

Now then, some time prior to February 25, 1954, Mr. Wenzell 
advised Mr. Dixon, acting as he thought at that time in his capacity 
as a consultant for the Bureau of the Budget, that his First Boston 
associates had advised him that on a projecte ml 95/5 ratio, the proposed 
bond financing could probably be placed at an interest cost of 31 
percent. 

On that same day. Middle South and Southern Co. advised that 
they were interested in the proposition. 

Senator O’Manonry. Will you read that sentence again, Senator? 

Senator Butier. On February 254 

Senator O’Manoney. Yes, when Mr. Wenzell advised Mr. Dixon. 

Senator Burter. Mr. Wenzell sometime prior to February 25, 1954, 
Mr. Wenzell advised Mr. Dixon, acting as he thought at that time in 
his capacity as a consultant to the Bureau of the Budget that his 
First Boston associates had advised him that on a projected 95 to 5 
ratio, the proposed bond financing could probably be placed at an 
interest cost of 314 percent. 

On February 25, 1954, that is the same day, the Middle South and 
Southern companies advised that they were interested in the proposi- 
tion. 

Senator O’Manonry. Was that your testimony, Mr. Wenzell? 

Senator Burier. Just a minute, let me finish this. 

On March 29 and April 2, 1954, Mr. Linsley of First Boston and 
Mr. Woods of the First Boston instructed Mr. Wenzell to drop all 
connection with that matter. 

Senator Kerauver. When did you say that was? 

Senator Butter. That was some time between March 29 and April 
9,1954. That is as close as we can come to it. 

And April 3 is the last date that he acted as a consultant for the 
Government, and that is the last day as far the record shows that he 
drew any expenses for travel. 

Now, between April 3 and 10, Mr. Wenzell had conferences with Mr. 
Dixon and Mr. Yates and officials in Middle South and Southern Co. 
as to the cost of money, and on the basis of the 95 to 5 ratio—the reason 
I say April 3 to 10 was that I thought the testimony that you had 
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made in answer to Senator Anderson’s question was that you did have 
something to do with the formation of the second proposal which was 
April 10; is that correct? 

Mr. Wenzetu. That’s correct. 

Senator Butter. Right. Then somewhere between April 3 and 10. 

On April 10, 1954, Middle South and Southern, as I understand it 
from the evidence, made a proposal to the Atomic Energy Commis- 
sion, and they also renewed their statement that they were ready to 
negotiate a definitive contract for the erection of the plant and the 
sale of power. 

On April 14, 1954, the First Boston Corp., in a letter signed by Mr. 
Linsley, Duncan R. Linsley, advised Middle South and Southern Co. 
as to the probable cost of the financing, that is the 314 percent. 

On May 10 to 19, 1954, Mr. Dixon advised the First Boston Corp. 
that they are to work as the financial agent of the newly formed cor- 
poration or the entity that had been created by them for the purpose 
of carrying out this operation. 

I think the record will further show that from May 10 to the 19th, 
Mr. Woods, chairman of the board of the First Boston, instructed Mr. 
Wenzell not to work on this matter in any form directly or indirectly. 
The last day that Mr. Wenzell discussed or had anything to do with 
the matter, according to the record, was May 18. 

From then on he had no connection whatever with the matter and 
did not participate in any discussions with insurance companies or 
banks participating in financing or with anyone in Middle South or 
the Southern Co. 

On June 1, 1954, Mr. Hughes, as Director of the Budget, advised 
Admiral Strauss, at President Eisenhower’s request, that the Atomic 
Energy Commission be instructed to negotiate with the sponsors with 
a view to signing a definitive contract. 

Senator O’Manoney. Was that May 18? 

Senator Butter. June 16. I think that clearly shows on the record, 
and I also think it clearly shows on the record that Mr. Wenzell had no 
part whatever in that. 

On June 30 the Atomic Energy Commission advised Middle South 
and Southern that the April 10, 1954, proposal constituted a satisfac- 
tory basis for the negotiation of a definitive contract, and advised of 
their readiness to negotiate, and I am certain that Mr. Wenzell had 
nothing whatever to do with that negotiation. 

In the formulation of these discussions, Mr. Wenzell may have had 
some part in it insofar as the February 25, 1954, meeting and the April 
10, 1954, letters were concerned, all of which were preliminary to any 
definitive arrangements. 

On August 18 the Atomic Energy Commission advised Mr. Cole, or 
Representative Cole, the chairman of the Joint Committee on Atomic 
Energy, that a proposed contract had been negotiated, and Mr. 
Wenzell, insofar as the record shows, certainly had nothing whatever 
to do with that. 

The Atomic Energy Commission recommended that the Joint Com- 
mittee consider the proposed contract as being essentially in final form, 
and requested that at the appropriate time the Joint Commitee con- 
sider waiving the 30-day requirement under section 164 of the Atomic 
Energy Act of 1954, of which we all have very fresh memories from 

65950—56—pt. 119 
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the debate on the floor which lasted some 13 or 14 days, and most cer- 
tainly Mr. Wenzell had nothing to do with that. 

On November 11, 1954, some 6 months after Mr. Wenzell admittedly 
had no interest whatever in the contract or anything to do wit it, a 
definitive contract was signed by the Atomic Energy Commission and 
the Mississippi Generating Co., the corporate entity which had been 
formed by the Middle South and Southern Co., and Mr. Wenzell had 
no part whatever in those negotiations or in the signing of the contract, 
except insofar as he may have adv ised, as I have heretofore referred 
to, Mr. Dixon prior to the time that he wrote the letter of February 25 
as to the probable interest rate, and except insofar as he may have 
had prior discussions to the April 10, 1954, letter. 

At all times when Mr. Wenzell was consultant to the Bureau of the 
Budget, he acted as an interim consultant without fee and received 
$10 a day for his expenses while acting as such, and pursuant to the 
statute, he was reimbursed for travel expenses between, in the words 
of the statute, his regular place of business and Washington. 

Now Mr. Wenzell, is that your idea, or would you care to make any 
comment on that summary of the testimony, or would you prefer to 
let the testimony speak for itself in both instances? 

Mr. WENzELL. I have the same general criticism of that, Senator, as 
the other. There are a great many dates and things on there—— 

Senator Burter. Do you want to take this and look at it too? 

Senator Keravuver. Then I take it that the best way—— 

Senator O’Manoney. We had better let the witness testify for him- 
self. 

Senator Butter. I thought that was a better way to do it. 

Senator Kerauver. I have ordered the testimony of Mr. Wenzell 
as given before the Securities and Exchange Commission on June 17, 
1955, to be made a part of the record here. But a few minutes ago 
when in my summary I mentioned something about a “mouthpiece,” 
I heard a lot of snickering. I think I might just pass this down to you, 
Mr. Wenzell, and ask you to read the ‘bottom of that page and the 
top of the next page. 

Senator O’Mauoney. Mr. Chairman, what have you passed to the 
witness ? 

Senator Kerauver. The testimony before the SEC. 

Mr. Keerre. You mean exhibit 47, sir? 

Senator Krrauver. Which would be exhibit 47. 

Mr. WENzELL. Starting at the bottom of page 783? 

Senator KEFAvvEr. There you are discussing the representations 
made by Dixon and Yates in their proposal of February 25 to the 
Atomic Energy Commission where they said that they had been 
advised by res sponsible financial people that this was financially feas- 
ible. That is what is referred to on the bottom of that page; isn’t it? 

Mr. WENZELL. Yes, sir. 

Senator Kerauver. Suppose you just read it. 

Mr. WENzE.tL. The questions and answers here ? 

Senator Krrauver. Yes; read the questions and answers, but tell 
the committee what this refers to on the bottom of—what is that 
nage ? 

Mr. WENZELL. 798, sir. 

Senator Kerauver. 798. Does that not refer to the proposal of 
Dixon and Yates to the Atomic Energy Commission, the last para- 
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graph of which said that they had been advised by responsible financial 
agents, specialists, that this was feasible ? 

Mr. WENZELL. Yes, sir. 

Senator KerAauver. Now you read the questions and answers. 

Mr. Doo.ine. Senator, may I advise the witness I checked back, and 
[ believe it refers to the February 25 

¥ a » ~ . a 

Senator Kerauver. February 25, 1954, letter of Dixon and Yates to 
the Atomic Energy Commission. 

Mr. WENZELL. Question by Mr. Volpe: 

You knew at the time that the letter included a statement with respect to their 
belief that financial arrangements could be consummated on the basis which they 
have used in that letter? 

Answer. Yes, sir. 

Senator Krrauver. These are your answers? 

Mr. WENZELL. Yes. 

Question. You are familiar with that? 

Answer. Yes, sir. 

Question. Now was that representation or statement based on conversations 
they had had with you? 

Answer. I believe so. 

Question. When they referred in that statement to financial specialists, did 
they mean you? 

Answer. I think they meant the First Boston Corp. 


Senator Kerauver. Mr. Wenzell, there “they” refers to Dixon and 
Yates; doesn’t it? 

Mr. Doottne. The signers of the letter. 

Senator Kerauver. Middle South and the Southern Co. 

Mr. WENzELL. Yes, sir. 


Question. Did that include you, Mr. Wenzell? 

Answer. As an individual, I don’t think so. 

Question. In whatever capacity? 

Answer. No; I don’t think it had any reference to me. 

Question. Did anyone else talk to Mr. Dixon and Mr. Yates from the First 
Boston Corp. at that time other than yourself? 

Answer. I was the mouthpiece so far as I know. 

Senator Keravuver. That is what I was referring to, so that I didn’t 
pull “mouthpiece” out of context. 

Mr. Doortne. It was quoted, I believe, Senator, in the summary. 

Senator Krerauver. When I read that a few minutes ago, there were 
some snickers around. 

Senator Burrer. But the implication of the Senator’s summation, 
as [ understand it, was that Mr. Wenzell was the mouthpiece through- 
out all of the negotiations, which is far from being the truth. 

Senator Keravuver. It says in this representation that 

Senator Butter. In that particular representation, yes. There is 
no dispute about that. 

Senator Krrauver. That is what my summary said. 

Well, I think the best way to get at this is to start in January, when 
Mr. Wenzell was first called, and take it day by day, and see if we 
can reconstruct just what did happen. 

And I might say at this point that we have asked the Bureau of 
the Budget—they have had this September 1953 report mimeographed, 
and I have asked them—to make copies to furnish to the members of 
the committee and to Senator Butler and to others. 
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After we have had a chance to study that report at a later time, we 
will have some questions to ask about the September 1953 report. But 
I think today we should try to go over the various meetings that 
Mr. Wenzell had from the time he got his call on January 14 on 
through that winter and spring. 

Mr. Doo.ine. Senator Kefauver, could a copy of Mr. Wenzell’s 
report be made available? We don’t have a copy. 

Senator Kerauver. Well, sir, we only had the conclusions mimeo- 
graphed, and the Bureau of the Budget had the whole thing mimeo- 
graphed afterward, and we haven’t been able to get the Bureau of the 
Budget copies, either, but we will see that you get some. 

Mr. Dootine. All we have at the moment is what this committee 
furnished to us. 

Senator Krrauver. They should be up this afternoon and supplied 
for er 

All right, Mr. Keeffe, will you ask Mr. Wenzell about these various 
meetings and let’s see what happened ? 

Mr. Keerre. Mr. Wenzell, 1 would like to turn your mind back to 
1954. On January 14 you had a telephone call from Mr. Hughes. 
Do you want to tell the committee what Mr. Hughes said to you and 
what you said to Mr. Hughes, to the best of your recollection ? 

Mr. WenzeELL. I received a telephone call from Mr. Hughes in New 
York in which he said some matters had come up that he would like 
to arrange for me to come to Washington and talk with me. All we 
did was to arrange for a convenient date, which was the following 
Monday, which was January 18. I don’t recall that there was any- 
thing discussed on the telephone. 

Mr. Keerre. What matters had come up, Mr. Wenzell, did he state ? 

Mr. Wenze.t. I don’t recall that he stated anything. 

Mr. Keerrre. Was he specific at all as to the occasion of the tele- 
phone call or why he wanted to see you ? 

Mr. Wenzetu. I can’t recall he did anything much but asked me 
for an appointment. 

a Keerre. You can’t recollect anything specific, Mr. Hughes 
said 

Mr. Wenze.u. I don’t recall that he did at that time; no, sir. 

Senator O’Manoney. Did you have any idea that it dealt with 
anything other than the problem on which you had been working? 

Mr. WenzeELL. I assumed it had something to do with the problem I 
had worked on in the previous summer which terminated in the report 
1 had made, and during the interval between September and Janu- 
ary I had no communications from Mr. Hughes or anybody in the 
Bureau. 

Senator O’Manonery. At that time did you talk to Mr. Woods, 
Coggeshall, or Mr. Linsley, or anybody in the First Boston organiza- 
tion, about going? 

Mr. Wenze.t. I think I advised that I was called down and plan- 
ned to be there the following Monday. 

Senator O’Manoney. With whom did you talk of First Boston? 

Mr. Doouine. Senator Kefauver, might I have a moment to brief 
Mr. Dean on where we are so that repetition might be avoided? 

Senator Kerauver. Can you do that in 3 minutes? 

Mr. Dootine. I am confident that I can. 

Senator Kxrauver. All right, we will have a 3-minute recess. 
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(Short recess.) 

Senator Keravuver. All right, Mr. Keeffe,, you were asking about 
the call of Mr. Hughes. 

Mr. Keerre. Mr. Wenzell, with whom did you discuss Mr. Hughes’ 
call at First Boston ? 

Mr. Wenzetu. I can’t remember. I would have thought it was Mr. 
Woods or Mr. Linsley. 

Mr. Keerre. And they told you it was all right to go on down? 

Mr. Wenze.u. Yes. I wanted to advise them I had this call, and 
I was planning to be in Washington on Monday, the 18th. 

Mr. Keerre. In talking with them, were you any clearer than you 
are here now as to why Mr. Hughes had called you? , 

Mr. Wenzetu. Not that I can recall; no, sir. 

Mr. Kererre. In any event, on the 18th you came to Washington? 

Mr. Wenzeuu. Yes, sir. 

Mr. Krerre. Now, would you tell us what you did on the 18th, who 
you saw, what was said, January 18, 1954? 

Mr. Wenzevi. I saw Mr. Hughes or Mr. Dodge, or both, that I can’t 
remember. J remember distinctly that at least I saw Mr. Hughes. 
He told me that there was an important meeting at the Atomic 
Energy Commission. 

Mr. Kerrrre. Speak a little louder, please. 

Mr. Wenzetu. He told me there was an important meeting at the 
Atomic Energy Commission scheduled for January 20, at which there 
were to be representatives of several utility companies. 

Mr. Krerre. Mr. Hughes told you this? 

Mr. Wenzei.. Mr. Hughes told me that; yes, sir. He asked me if 

would arrange to be present at that meeting. 

Mr. Keerre. You told him you would? 

Mr. Wenze.t. I told him I would be very glad to. 

Mr. Keerre. Did you have any further discussion with Mr. Hughes 
that day ? 

Mr. Wenzevt. I think he told me something further about the meet- 
ing, that there had been previous meetings w ith these same utility rep- 
resentatives in I think a month or so previous in December, at which 
time they had indicated some interest in agreeing to furnish a sizable 
block of power in and around the Paducah area. I think he told me 
about that generally. 

Mr. Krerre. Did he tell you who the utility companies were ? 

Mr. Wenzewu. He mentioned the names of them, as I recall; yes, sir. 
He mentioned the name of Mr. McA fee. 

Mr. Kererre. Mr. McAfee? Would you identify him? 

Mr. Wenzevu. The Union Electric Light Co. of St. Louis. 

Mr. Krrrre. President of it? 

Mr. WeEnzELL. President of it, I believe, and also Mr. Dixon who 
is the president of the Middle South Utilities. 

Mr. Krerrre. And Mr. McAfee also holds a position in EEI, is it? 

Mr. WenzeELL. I believe so; yes, sir. 

Mr. Krerre. Whet job i that : : do you know? 

Mr. Wenzeu.. I think le was president of it. 

Mr. Keerre. What is the correct name of EEI? 

Mr. Wenze.i. Electric Energy, Inc. 

Mr. Kerrre. And that is at Paducah? 
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Mr. Wenzeu. Well, the plant is located at Joppa. It supplies 
power in the Paducah area. 

Mr. Keerre. Did he mention any other company ? 

Mr. Wenze.L. If he did, I can’t remember. 

Mr. Krerre. On that same day did you go to the Atomic Energy 
Commission ? 

Mr. WeEnzELL. I believe I did; yes, sir. 

Senator Keravver. That is on the 18th we are talking about now? 

Mr. Keerre. This is the 18th. After your talk with Mr. Hughes 
at the Bureau of the Budget, and perhaps you also talked with Mr. 
Dodge—you aren’t sure of that? 

Mr. Wenzet.. I think Mr. Dodge was in the office, and I think I 
said hello to him, but I don’t think I had much of a discussion with 
Mr. Dodge on that day. I think most of the conversations were with 
Mr. Hughes. 

Mr. Keerre. In outlining your duties at the Bureau of the Budget 
that day, would you just tell me again what you understood Mr. 
Hughes to say ? 

Mr. Wenzeti. He asked me if I could be present at this meeting on 
the 20th. 

Mr. Kererre. Was that to be your only assignment for the Bureau 
of the Budget? 

Mr. Wenze.u. That is all he talked about at that time. He said 
there was this important meeting coming up, and he would like to 
have me present at that time. 

Mr. Krerre. And you did the same day in the afternoon go over to 
the Atomic Energy Commission ? 

Mr. Wenze.i. The meeting was to be held at the Atomic Energy 
Commission on the 20th, and I think Mr. Hughes suggested that I 
should see Admiral Strauss for a few minutes if I could, and also get 
from him some idea of this meeting that was to be held on the 20th in 
the Atomic Energy Office. 

Mr. Kerrre. The door record of the Atomic Energy Commission, 
which Senator Anderson introduced at this hearing, shows that you 
were signed in at the Atomic Energy Commission by a Mr. McKenzie. 
Would you identify him for the record ? 

Mr. Wenzett. I think he was the man that met me, that arrange- 
ment having been made by Mr. Hughes or somebody in Mr. Hughes’ 
office. 

Mr. Keerre. He is an assistant to Admiral Strauss? 

Mr. WenzeE tL. I believe so. 

Mr. Krerre. And you were received by Mr. Osborn. Who is he? 

Mr. Wenze. I can’t remember. 

Mr. Keerre. Did you see Admiral Strauss? 

Mr. Wenze.x. I think I waited for quite a while. I think my recol- 
lection is that I was in there an hour or two possibly, and I think 
Admiral Strauss came in for maybe about 10 minutes. 

Mr. Keerre. Would you tell us what you said to Admiral Strauss 
and what Admiral Strauss said to you on that day ? 

Mr. Wenzett. I can’t recall 

Mr. Keerrr. To the best of your recollection ? 

Mr. Wenzeii. Much of what was said, except that he again men- 
tioned this meeting of the 20th, and said that these utility people 
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would be there, and he understood I was going to be in there for the 
Bureau of the Budget, and I think as he was in a hurry, he suggested— 
my memory is a little hazy on this—but I talked with Mr. Williams 
who I think was the Assistant General Manager at that time of the 
Atomic Energy Commission, sometime prior to the meeting on the 
20th, and maybe Mr. Williams could inform me a little bit more of 
the meeting. 

Mr. Keerre. Do you recollect anything further of your conversa- 
tion with Admiral Strauss? 

Mr. Wenzetu. No; I do not. 

Mr. Keerrr. Do you recollect anything more of your conversation 
that day with Mr. McKenzie? 

Mr. Wenzetx.. Not at all; no, sir. 

Mr. Krerre. Now sometime during the day, January 18, at least 
this is your SEC testimony, you telephoned to New York and asked 
Mr. Paul L. Miller to join you. Do you recollect when that was; on 
the 18th of January ? 

Mr. Wenze.i. My testimony at that time I think is a little bit mixed 
up on the thing. When I gave that testimony-—— 

Mr. Keerre. Speak louder, will you? 

Mr. Wenzect. When I gave that testimony before the SEC, I was 
under the impression that I had been unable to see Admiral Strauss 
on the 18th, and I didn’t see him until the 19th. But I have learned 
here that it was the 18th that I saw him, and not the 19th. 

So I returned to New York that afternoon or evening of the 18th, 
apparently without telephoning Miller. I saw Miller the next day 
in New York. My recollection of telephoning Miller on the 18th I am 
sorry to say must have been erroneous on that. 

Mr. Krerre. Then on the 19th you and Miller came down 

Senator Krravver. Before we get to the 19th, Senator O’Mahoney 
or Senator Butler, do you have any questions you wish to ask about 
the 18th? I think we ought to take it day by day. 

Senator O’Manonry. Not about the 18th. 

Senator Krrauver. Senator Butler. 

Senator Burier. What was the purpose of the meeting on the 18th? 

Mr. WeENzELL. Just to have Admiral Strauss explain to me if any- 
thing more—give me any further explanation of what this meeting 
on the 20th was to be, in addition to what I had received from 
Mr. Hughes. 

Senator Kerauver. I have a question or two to ask about the 18th. 
IT assume, Mr. Wenzell, that you were called down because of the fact 
that you had become familiar with this general problem and knew 
something about it as a result of your work and report during the 
summer and early fall of 1953? 

Mr. WENZELL. I assume so; yes, sir. 

Senator Kerauver. And because of your familiarity with it, some- 
thing else was coming up and they were to get | you back. 

Mr. WenzeELL. Possibly; yes, sir. I didn’t know at that time 
whether it was for 1 day or 9 days. I didn’t think it was more than 
a short visit. 

Senator Keravuver. Now, on the 18th when you met Mr. Hughes 
and you were paid for the 18th 

Mr. WenzeELu. I don’t think I was, sir; I am not sure. 
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Senator Kerauver. Well, check Mr. Hughes’ testimony, and we will 
see. And you went down to the Atomic Energy Commission. Did 
you go there as a representative of the Bureau of the Budget or of 
First Boston Corp. ? 

Mr. Wenze.u. I assumed, sir, I was a representative of the Bureau 
of the Budget. 

Senator Krravuver. Then why did you sign in as a representative 
of the First Boston Corp. ? 

Mr. Wenzetu. At the Atomic Energy Commission ? 

Senator Krravuver. Yes. 

Mr. WenzeELL. Well, I suppose, force of habit. That is the com- 
pany that I had been with for thirty-odd years. It was just a form 
to put out. 

Senator Keravuver. The first question is your name. The second 
is who you represent, what is your organization. 

Mr. Wenzetu. I think it was the latter. I don’t think it was who 
vou represent, and that was my organization. I wasn’t trying to hide 
the fact that I was there from the First Boston Corp. 

Senator Krrauver. Did you go into the Atomic Energy Commis- 
sion representing the Bureau of the Budget or the First Boston Corp. ? 

Mr. Wenzeti. At that time I considered my work entirely as a 
representative of the Bureau of the Budget. 

Mr. Krerre. Did you tell Admiral Strauss you were a representa- 
tive of the Budget, a consultant of Mr. Hughes? 

Mr. WENzELL. Yes, sir. 

Senator Krrauver. Let’s get that straight. I didn’t understand 
the import of your question. You explained to Admiral Strauss that 
you were there as a consultant of the Bureau of the Budget ? 

Mr. Wenzetu. The appointment having been made by the Bureau 
of the Budget; yes, sir. 

Senator Krrauver. And you talked with him as a consultant? 

Mr. Wenze tt. I did; yes, sir. 

Senator O’Manoney. Mr. Chairman, my attention was distracted 
a moment ago. I realize I have a few questions I would like to ask 
at this point. 

Senator Keravuver. Before I finish mine, I just think the record 
should show in the official chronology there is no reference to the 
meeting in either the Bureau of the Budget of Mr. Wenzell with Mr. 
Hughes or in the Atomic Energy Commission of Mr. Wenzell with 
Admiral Strauss and Mr. Williams, Walter Williams. Walter Wil- 
liams was the Assistant to the General Manager of the Bureau of the 
Budget. 

Mr. Wenzewy. Of the Atomic Ener gy Commission. 

Mr. Kerrrre. Deputy General Manager? 

Mr. Wenzetu. I forget his title. I know he was about to resign 
or retire within the next month or so. 

Senator Keravver. All right, Senator O’Mahoney has some ques- 
tions about the 18th. 

Mr. Wenze.tu. May I make one addition to this, Senator, here? 

Senator Kerauver. Yes, indeed. 

Mr. Wenzetu. On this time—and I am only making this supposi- 
tion as to why possibly there was no reference to the 18th on their 
records—as I recall on that first day, the First Boston Corp. paid 
my fare down here. 
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I didn’t use the Government ticket thing, and if I didn’t put in later 
on for the per diem, there would be possibly no record of that date 
in the routine way that they might check. 

I am only making that as a suggestion. As I recall that first day, 
I just had a ticket down here. 

Senator O’Manonry. Well, there was some confusion in your mind 
about whether you came on the 19th or the 18th, and you desired to 
clarify that by saying that you did come on the 18th, you returned to 
New York on the 18th, and it was from New York rather than from 
Washington that you asked Mr. Miller to come down. 

Mr. Wenzetu. Yes, sir, and I came back on the 19th at midday. 

Senator O’Manoney. That’s right. Now in your original testi- 
mony with respect to the call you received from Mr. Hughes on the 
18th 

Mr. Dean. The 14th. 

Senator O’Manonery. The 14th? 

Mr. Wenzex.i. That was the telephone call; yes, sir. 

Senator O’Manonry. The telephone was on the 14th? 

Mr. WENZELL. Yes, sir. 

Senator O’Manonery. On the 14th and he did not tell you what he 
wanted to talk to you about? 

Mr. Wenze.L. Correct. 

Senator O’Manonry. And did he fix a particular date for you to 
come ? 

Mr. Wenzetn. Yes. 

Senator O’Manonery. And that was the 18th? 

Mr. Wenze.i. That was the 18th; yes, sir. 

Senator O’Manonry. Did he fix that date during this telephone 
conversation ¢ 

Mr. Wenzetu. During the telephone conversation with me on the 
14th; yes, sir. 

Senator O’Maunoney. So that on the 14th when you hung up the 
telephone, you knew that you were going to have a conference with 
Hughes on the 18th? 

Mr. Wenzetu. In Washington. 

Senator O’Manonry. In Washington? 

Mr. WENZELL. Yes, sir. 

Senator O’Manoney. When did you know what the subject of that 
conversation was going to be? 

Mr. Wenzeti. When I met Mr. Hughes on I think it was the morn- 
ing of the 18th in his office. 

Senator O’Manonry. What did he tell you the purpose of the con- 
ference would be? 

Mr. Wenzrii. That there was a meeting arranged for the Atomic 
Energy Commission on the 20th, Wednesday, the 20th. 

Senator O’Manonry. About what? 

Mr. Wenzetu. On the power matter there at which there was to be 
present representatives of two of these utilities. 

Senator O’Manoney. Did he describe the nature of the conference? 

Mr. WenzeL. He did in general as I have testified, that there had 
been previous meetings with these gentlemen, these two utility repre- 
sentatives, in the month of December, which was a full month before 
that, and there was an important meeting being continued on the 20th, 
and he would like to have me there as a representative of the Bureau. 
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Senator O’Manoney. When you speak of the two utility representa- 
tives, you mean Messrs. Dixon and Yates? 

Mr. Wenzeuu. No, sir; no, sir. The two that he mentioned at that 
time were Mr. McAfee of the Union Electric Co. of St. Louis, and 
Mr. Dixon of the Middle South Co. 

Senator O’Manoney. But Mr. Dixon was one of them ? 

Mr. Wenze.t. Mr. Yates’ name was not mentioned at that time, 
and he was not present at the meeting. 

Senator O’Manonry. Did he tell you what that conference was to 
be about with these two? 

Mr. WenzeELL. Generally, as I have just said. 

Senator O’Manoney. How about specifically ? 

Mr. Wenzev. I can’t remember anything very specific. 

Senator O’Manoney. But when he sent you to see Strauss, what did 
he ask you to do as a representative of the Bureau of the Budget ? 

Mr. Wenzetu. To talk with Mr. Strauss and see if 

Senator O’Manonry. But don’t you see, Mr. Wenzell, you are de- 
scribing yourself as a man, an emissary of the Bureau of the Budget 
who, as to this moment, that is to s: ay Tam talking now of the after- 
noon of the 18th when you went over to the AEC, from the 14th of 
January when you were first called to the 18th of January when you 
had your conversation with Mr. Hughes and were directed to go to 
the Budget, you went over there without any specific instructions at 
all, though you were wearing the hat of the Bureau of the Budget. 

Now is that the picture you want us to remember? 

Mr. Wenze.u. I went over to meet with Admiral Strauss there. I 
had an appointment made by Mr. Hughes. 

Senator O’Manonry. Here is the Director of the Budget, one of 
the most important figures in the executive hranch of the Government, 
and he is sending you as his emissary to talk with Admiral Strauss, 
who is the head of the Atomic Ener gy Commission. 

Do you wish this committee to understand that you had only the 
most vague impression in your mind as to what you were going to say 
for the Bureau of the Budget ? 

Mr. Wenze.u. As I said before, I was to get from Mr. Strauss any- 
thing further that he would care to add to what Mr. Hughes had told 
me about the meeting on the 20th. 

Senator O’Manonry. But already you have said what Hughes told 
you about the meeting was that it was going to be a talk with two 
utility men. 

Mr. WeNzeELL. On this power business. 

Senator O’Manonrey. Did he give you any instructions as to what 
you were going to do for the Bureau of the Budget ? 

Mr. Wenzett. I was to hear anything Admiral Strauss wanted to 

say to further explain what this meeting would be about. 

Senator O’Manonry. Did you ask Admiral Strauss? 

Mr. Wenzetu. I was with him not more than 10 minutes, as I recall 
on the thing, and I can’t recall the conversation, anything special. 

Senator O’Manoney. Do you think that, as a representative of the 
Bureau of the Budget, you were being treated properly by Admiral 
Strauss when he gave you only 10 minutes on this important confer- 
ence for which you were called to Washington by telephone by Mr. 


Hughes, or was he regarding you only as an office boy who could be 
dismissed ? 
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You said, “cooling your heels in the office”? That is the descrip- 
tion you are telling us. You waited and waited and on and finally 
you were admitted and you were given 10 minutes’ 

Mr. Wenze.L. That’s right. 

Senator O’Manonry. And you were told to see Mr. Williams? 

Mr. Wenzeiu. That is my recollection. 

Senator O’Mauonery. Did he tell you what you were going to see 
Mr. Williams about ? 

Mr. Wenzetu. I don’t remember his conversation, except that 

Senator O’Mauoney. I am not asking you to repeat the conversa- 
tion. Of course, you can’t repeat the conversation. I am only asking 
you to tell us what Admir: il Strauss told you to talk to W illiams 
about. Now either you know this or you don’t know it, or else you are 
covering up. Now those are the three things. 

Mr. Wenzetx. I can’t remember what the conversation was about 
except that he wanted me again to see Mr. Williams before this 
larger meeting on the 20th, but I can’t remember any of the details. 
There is no attempt to cover up here, Senator. 

Senator O’Manonry. I am not impressed with you, sir, as a man 
who would want to cover up. That is my impression of you, as a man 
who wants to tell the truth. 

Mr. Wenze.u. I am glad you feel that way. 

Senator O’Manonry. But I recall your testimony only a little while 
ago about your advice to Mr. Dixon about the equity-debt arrange- 
ment of this matter, and I remember the exhibit No. 12, which I 
showed you the other day, which showed that on the 5th of February 
1954 you had that in a conference in the First Boston Corp. offices 
with other representatives of the First Boston Corp., and you figured 
out the equity-debt relationship. 

Now did Mr. Hughes ask you to talk about the equity-debt arrange- 
ment when he sent you over to Strauss? 

Mr. Wenzeuu. No discussion about financing whatsoever. 

Senator O’Manoney. Did Strauss indicate that you should talk to 
Williams about that ? 

Mr. Wenze.u. No; not about financing at all. 

Senator O’Manonry. What did he ask you to talk to Williams 
about ? 

Mr. WenzeE.L. I can’t remember. 

Senator O’Manonery. Did you talk to Williams? 

Mr. Wenzetu. According to the record, I saw Mr. Williams the 
next day. 

Senator O’Manoney. According to your memory did you talk to 
Williams? 

Mr. Wenzetu. I can’t recall my conversation on the 19th with Mr. 
Williams. 

Senator O’Manoney. Did you ever see him again ? 

Mr. Wenzett. I think he was at the meeting on the 20th, the follow- 
ing day, the larger meeting. 

Senator O’Manonry. Don’t vou see, Mr. Wenzell, the Loaepad you 
are drawing for this committee is that having been summoned | ry tele- 
phone to come to Washington, then after the elapse of 4 days you 
went to see the head of the Atomic Energy Commission. You got 
only 10 minutes of his time. 
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He didn’t give you any information at all that you can now remem- 
ber about what you were to talk about except that there was going 
to be a conference on the 28th, but suggested that you talk to Williams. 

And now you don’t remember what you talked to Williams about. 
And all this time from the 14th through the 18th you were the repre- 
sentative of the Bureau of the Budget. 

You were sitting in the shoes of Mr. Rowland Hughes and, may I 
say, Mr. Dean, remembering the testimony of Mr. Miller, he was 
wearing the hat of the Bureau of the Budget which he dropped a 
little bit later on, upon which you were called, you do remember? 
They call you at the drop of a hat. 

Mr. WenzELL. This was from the 18th on. You are speaking about 
the 18th of January, not the 14th? 

Senator O’Manoney. You see, I am doing my best, sir, in all sin- 
cerity, to get an idea of what in the world you thought you were doing 
for the Bureau of the Budget during these 4 days. 

Mr. Wenzetu. I was trying to get an idea of what the meeting on 
the 20th was to be about, in advance. 

Senator O’Manoney. And did you? 

Mr. Wenze.u. Well, I got the impression that they had this meeting 
scheduled for the 20th in which they were going to ask these utility 
people again about putting into writing, working more definitely on 
a project which had been discussed with these same people sometime 
in December. 

Senator O’Manoney. Did you know anything about the project? 

Mr. Wenzetu. That is what I think they were trying to tell me, 
what the conversation in December had been. 

Senator O’Manoney. And didn’t you get it? 

Mr. Wenzetu. I think so; I think so. 

Senator O’Manonry. Wasn't it more than an impression ? 

Mr. Wenzetit. My memory, as I said, I can’t remember 

Senator O’Manonery. Mr. Wenzell, you have been an employee of 
the First Boston for 30 years. You are an expert in matters of this 
kind. It has been so testified by Mr. Dean at this table and by others. 

You were drawing a very substantial salary, as salaries go these 
days, from the First Boston Corp. There was a utility program in 
the offing somewhere and you, as a representative of the Bureau of the 
Budget, were there to talk about this matter, and you tell me now 
that all you had was an impression about it. 

Now, I really find it difficult to believe, sir, that a man as capable 
and able as you would have only an impression about this. I feel 
that your mind is fast. I feel it is keen. I feel you understand any 
proposition and you get it quickly. And because you get it quickly, 
you hold the position that you did hold with the First Boston. 

Mr. WENZELL. Senator, you are Sg on matters of my memory 
now, and I am trying to give you everything that I can remember. 

Senator O’Manoney. Did you keep no records for your own advice? 

Mr. Wenzetu. No;I did not. Ido not keep detailed records of the 
thing, I do not, or even notes. 

Senator O’Manoney. When did you find out what the conference 
of the 20th was about ? 

Mr. Wenze.L. Really on the date of the 20th when the meeting 
took place. 

Senator O’Manoney. And from whom did you get it? 
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Senator Krrauver. Senator O’Mahoney, if we can, let’s get up to 
that 20th. We have got the 19th to go. ; 

Senator O’Manoney. You don’t want me to jump. Let me Just 
summarize this way. I have tried to the best of my ability to find 
out what Mr. Wenzell got from Mr. Strauss on the 18th and what he 
oot from Williams on the 18th. 
~ Mr. Wenzety. On the 19th, sir. Williams I met on the 19th, not 
the 18th. 

Senator O’Manoney. But Strauss had told you to see Williams? 

Mr. Wenzetu. That is my recollection; yes. 

Senator O’Manonry. On the 18th you got nothing from Strauss 
and nothing from Hughes except an impression. Your memory is 
vague and you can’t recall what transpired; isn’t that right? 

Mr. Wenzeti. That is correct. 

Senator O’Manoney. That is your testimony? 

Mr. Keerre. Mr. Wenzell, did you ever meet Admiral Strauss be- 
fore the 18th? 

Mr. Wewnzett. I had never met him before; no, sir. 

Mr. Kerrre. Let me come to the 19th. 

Senator Kerauver. Before you leave the 18th, ordinarily I think if 
you had talked with Admiral Strauss or Mr. Hughes you would write 
something down on a piece of paper about what it is all about. Did 
you do that, Mr. Wenzell, make some notes ? 

Mr. Wenzetu. I made no notes: no, sir. 

Senator Kerauver. You didn't make any? 

Mr. WenzeExL. No, sir. 

Senator Kerauver. All right. Then go to the 19th. 

Mr. Krerre. The 19th—as you have testified, you returned to New 
York on the evening of the 18th. The morning of the 19th you and 
Mr. Miller flew to Washington ? 

Mr. WenzeELL. We left New York at noon, sir, on a plane. 

Mr. Kererre. That must mean you talked to Mr. Miller either the 
morning of the 19th at the offices of the First Boston in New York 

Mr. Wenzett. I didn’t hear that question, sir. 

Mr. Keerre. Was it the morning of the 19th that you first talked 
to Mr. Miller about coming to Washington ? 

Mr. Wenzet.. I believe so; yes, sir. 

Mr. Krerre. That woud be at the offices of the First Boston Corp. 
in New York? 

Mr. Wenzett. In New York City; yes, sir. 

Mr. Kerrre. Would you tell the committee what you said to Mr. 
Miller and what he said to you? 

Mr. Wenzeuy. My recollection is that I got a telephone call that 
morning, Tuesday morning, firming up an appointment that afternoon 
at the Atomic Energy office with Mr. Williams. 

Mr. Keerre. From whom was that telephone call? 

Mr. Wenzeti. From somebody in Admiral Strauss’ office. My 
recollection is that the day before when I was with Admiral Strauss, 
if he made the suggestion of a meeting with Mr. Williams, it wasn’t 
firm, and on Tuesday I got a telephone call saying it was firm. So 
I arranged then to come on a plane. 

The appointment was late that afternoon, and I left New York on 
the noon plane that was somewhat late. I got down late in the 
afternoon. 
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Mr. Miller was in the office as I reconstruct this thing, that morn- 
ing, and not knowing again just what questions might be asked, I 
asked that Mr. Miller come down with me and be available in case 
something came on which I could ask him specific questions. He was 
agreeable to come down with me, and we left together on a plane, 
according to the records. . 

Mr. Kerrre. When you arrived in Washington that afternoon, 
where did you go? 

Mr. WeEnzeELL. I think we went directly to the Atomic Energy Com- 
mission. 

Mr. Krrrre. And you had a conference there with Mr. Walter Wil- 
liams between 4 and 5? 

Mr. Wenzett. That is my recollection. 

Mr. Keerre. You and Mr. Miller. 

Mr. Wenzetu. Mr, Miller was with me. 

Senator Krravver. Desist a second. Senator Langer is here. 

Senator Lancer. I was detained on the floor of the Senate, Senator, 
giving a speech on Dixon-Yates. I want to deliver this letter to the 
committee, which I would like to have read at an opportune time. 

Mr. Krerre. Would you tell us, Mr. Wenzell, what you and Mr. 
Miller said to Mr. Williams at the Atomic Energy Commission, and 
what Mr. Williams said to you on the 19th, the afternoon of the 19th? 

Mr. WenzeELL. Again I shall just have to reconstruct my memory of 
the thing. 

In the first place I don’t recall that Mr. Miller said anything. I don’t 
think there was any occasion that anything came up. And I think that 
Mr. Williams referred again to the meetings that were coming on that 
next day as I testified before, and told me something of the history 
of the meetings that they had had with these same people in December. 

Mr. Keerre. Could you repeat that conversation as completely as 
you can now remember ? 

Mr. Wenzetv. I cannot give you any details. It is pure generalities 
that I can remember about the meetings, except that names were men- 
tioned, and they were on the broad question of having additional, large 
amounts of power supplied in the Paducah area by these private 
utility companies either acting through existing companies that they 
had or some other means, and it was explained to me that this was an 
important meeting coming up on the 20th, because in the monh or so 
that had transpired since the meetings in December, they had not heard 
from these people and they weren’t sure whether they were seriously 
interested. But at the meeting the next day, they thought that they 
could get that clarified. 

Senator O’Manonry. To whom were you talking then? 

Mr. Wenzety. Mr. Williams. 

Mr. Krerre. Was anybody else present from the Atomic Energy 
Commission or the Bureau of the Budget ? 

Mr. Wenzetu. Not that I recall. 

Mr. Keerre. Only Williams, you, and Miller? 

Mr. Wenzetu. It seems to me there may have been somebody else 
from the Atomic Energy Commission that came in. 

Mr. Kererre. McKenzie? 

Mr. Wenze. I don’t recall. 

Mr. Keerrr. Admiral Strauss? 
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Mr. Wenzexi. It was not Admiral Strauss nor was it General 
Nichols, but it seemed to me there may have been somebody else in 
Mr. Williams’ office, I am not sure. 

Mr. Kererre. Did you go from there back to the Bureau of the 
Budget on the 19th? 

Mr. Wenzetx. That is my recollection. 

Mr. Kerrre. Did you introduce Mr. Miller to Mr. Hughes? 

Mr. Wenzetu. I am not sure that Mr. Miller was with me when I 
dropped by. I am not sure. 

My recollection is a little vague as to whether Mr. Miller was with 
me when I went by at the Bureau. 

Senator O’Manonry. Mr. Keeffe, I wish to interrupt for a ques- 
tion. Now I understand your testimony to be that on the 19th you 
received a telephone communication from Mr. Williams or from his 
office ? 

Mr. Wenzetn. From his office. 

Senator O’Manoney. He being in Washington and the call orig- 
inated in Washington, and you being in New York, firming up a date 
with him? 

Mr. Wenzetu. That is correct. 

Senator O’Manoney. And then you called Mr. Miller and asked 
him to come with you. Did you tell him why you were taking him? 

Mr. Wenzetu. I told him what I knew of the thing at that stage. 

Senator O’Manonry. Did Mr. Hughes or Mr. Williams tell you 
to bring Mr. Miller ? 

Mr. WenzELL. No, I don’t recall they did. 

Senator O’Manonry. Then the request for Mr. Miller’s presence 
did not originate with the Government. It originated with you? 

Mr. Wenzett. It originated, I think that is correct, yes, sir. 

Senator O’Manonry. You must have had some reason for want- 
ing Mr. Miller there. What was it? 

Mr. Wenzett. I thought that I would like to have somebody avail- 
able in case detailed questions were asked about some specific type of 
financing following this pattern which had been developed on which 
Mr. Miller had done so much work. 

Senator O’Manonry. I suggest, Mr. Wenzell, that the picture now 
is that having come to Washington and had these conferences on the 
18th with Mr. Hughes, your 10-minute talk with Strauss, you went 
back to New York to the First Boston Corp. confident that the oppor- 
tunity had opened for the sale of a big bond issue and the financing 
of a big utility deal, and the time was ripe to have another expert 
of the First Boston Corp. who knew about these matters of finance, 
attending the meeting on the 20th. 

I suggest to you, sir, in the hope of refreshing your recollection, 
that that is what was in your mind when you asked Mr. Miller to 
come. 

Mr. Wenzetu. No, Senator, that is not it at all. As I said before, 
my sole reason for having Mr. Miller present at that meeting, and it 
was really for the meeting on the next day that I wanted Mr. M'Hler, 
wanted the utility people around, should some specific question ¢ »me 
up on some of the techniques, that I would have the fecvanalied 
opinion there to answer it. 

Senator O’Manoney. But you were wearing your hat as a repre- 
sentative of the Bureau of the Budget? 
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Mr. WENZELL. Yes, sir. 

Senator O’Manonry. Why did you need the assistant to a vice 
president of the First Boston Corp.? Was he to advise the Bureau 
of the Budget too? 

Mr. Wenze.u. He was to advise me on this narrow question, should 
it come up, on the specific detail of the amount of financing. That is 
what I had him down there for. 

Senator O’Manoney. Which position were you occupying when 
he talked with you? 

Mr. WENzELL. I considered myself as a representative of the Budget 
Bureau, sir. 

Senator Lancer. Let me see if I get this straight. In other words, 
Mr. Williams was to advise you and you in turn were to advise 
Hughes. 

Senator O’Manoney. Mr. Miller. 

Senator Lancer. Mr. Miller was to advise you and you were to 
advise Hughes? 

Mr. Wenzeut. Yes, that is what I had this for. 

Senator Lancer. Mr. Miller would talk to him and he would talk 
to Mr. Hughes. 

Senator O’Manoney. Well, the picture is clear 1 think. 

Senator Krrauver. Are you about to leave the 19th 4 

Mr. Keerre. This is still the 19th. Mr. Strauss was asked before 
the hearings of the Joint Atomic Energy Commission on November 
6, 1954, by “Representative Holifield : 

Do you know if Mr. Dodge was advised by a consultant who is now employed 
by any of the Dixon-Yates utility companies? 

Answer: Mr. Strauss. I have no knowledge of any consultants that Mr. Dodge 
may have had or whether he had any. 

That is page 249. Do you have any reason to know why Admiral 
Strauss would forget you so quickly, Mr. Wenzell ¢ 

Mr. WENZELL. No, sir; 1 do not. 

Senator KEFavuvEr. Let’s see now, the record will show that Mr. 
Dodge was still the Director of the Bureau of the Budget at that time, 
that he left in April 1954, at which time Mr. Hughes took over as the 
Director. Previously he was the Deputy Director. 

Mr. Kererre. That is correct, Senator. During this period Mr. 
Hughes was Acting Director in Mr. Dodge’s oflice, and since, and 
Deputy Director when Mr. Dodge—— 

Senator Kerauver. Mr. W enzell, you said a few minutes ago that 
Admiral Strauss knew who you were, knew that you were a consultant 
to the Bureau of the Budget. You were down there several times, 
subsequently; were you not? 

Mr. WENZELL. Yes, sir. 

Senator Kerauver. He certainly knew who you were, didn’t he? 

Mr. WenzeE.L. I told him so at the beginning. 

Senator Kerauver. How do you explain this fact that he didn’t see 
any consultant around there of the Bureau of the Budget? 

Mr. Wenze.u. I have no explanation of that, what his reply was; 
no, sir. 

Mr. Dean. May I show Mr. Wenzell a question ? 

Mr. WENzELL. Yes, this question reads here 

Senator O’Manonry. What are you reading from? 

Mr. WENzELL. Page 249. 
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Mr. Dean. Page 249, Senator, of the hearings before the Joint 
Committee on Atomic E nergy, Congress of the United States, 83d 
Congress, 2d session, an exercise of the statutory requirement of sec- 
tion 164, of the Atomic Energy Act of 1954. 

Senator Keravver. November 19542 

Mr. Keerre. November 6, 1954. 

Mr. Wenze.u. This question says, by Representative Holifield— 
this is of Admiral Strauss: 

Do you know if Mr. Dodge was advised by a consultant who is now employed 
by any of the Dixon-Yates utility companies? 

Senator O’Mauonry. And what is his answer? 

Mr. WeNZzELL (reading) : 

I have no knowledge of any consultants that Mr. Dodge may have had or 
whether he had any. 

Senator O’Manonry. That means that Mr. Strauss was saying that 
he had no knowledge that the Bureau of the Budget had you for a 
consultant. 

Mr. Dean. No, he is saying that he didn’t know of any employee of 
the Dixon-Yates Utility Co., which is correct. 

Mr. Krerre. I believe you are torturing the answer, Mr. Dean. 

Senator Kerauver. The answer speaks for itself. 

Senator O’Manonery. The answer is so clear 

I have no knowledge of any consultants that Mr. Dodge may have had or 
whether he had any. 

Now to me that means that Mr. Strauss, if he knew you at all, and 
he gave you only 10 minutes, knew you only as the representative of 
the. Budget, which you described yourself to be when you went to see 
him. 

Mr. WENzELL. Yes; that’s right, but you asked me before, somebody 
did, that I explained to him what my work had been in the Bureau in 
the summer, which I told him, what I had done and my whole con- 
nection there and who I was. 

Mr. Keerre. You told this to Admiral Strauss? 

Mr. WENZELL. Yes, sir. 

Mr. Keerre. Is that on the 18th? 

Mr. Wenze.u. That is my best recollection. 

Senator Kerauver. That you had done this work previously ? 

Mr. Wenzet. The summer before. 

Senator Kerauver. From May to September ? 

Mr. Kenrre. Did he indicate he was familiar with your report of 
September 1953 ? 

Mr. WENzELL. No, sir. 

Mr. Keerre. Before you took Miller down on the 19th, did you con- 
fer with anyone else at First Boston? Did you ask anyone at First 
Boston for permission to take Miller or acquaint them with the fact 
you were taking him ? 

Mr. Wenzext. I think I spoke to either Mr. Woods or Mr. Linsey. 

Mr. Keerre. Will you tell us what you said to Woods and what you 
said to Linsley and they said to you on the 19th when Miller came to 
Washington with you? 

Mr. Wenzeu. I think they simply said it was all right for me to 
takehimdown. Idon’t recall anything 

65950—56—pt. 120 
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Senator O’Manonry. He was going as a representative of First 
Boston. Were they just sending him out casually because you asked 
him to go? 

Mr. Wenzewu. Because I thought something might come up that he 
could help me with. 

Senator O’Mauoney. Of value and importance to the First Boston 
Corp., I suggest. 

Mr. Wenzetu. To help me in answering any questions that the 
Bureau might want in any specific details in connection with their 
programs. 

Senator O’Manoney. Are you trying to give the committee the im- 
pression that so far as Mr. Linsley and Mr. Woods were concerned and 
Mr. Miller was concerned, that their only thought was that you were 
taking Miller down there to help you as a person, and that the First 
Boston had no interest in the matter at all? 

Mr. Wenzetu. That’s right; exactly. 

Senator Keravuver. Any other questions about the 19th? 

Mr. Keerre. That is all, Senator, as far as I am concerned. 

Senator Krravuver. I think we should let the record show the 
chronology of this. Were there meetings of the 19th ? 

Mr. Krerre. No meetings of the 19th in either chronology, Senator. 

Senator Krerauver. I think it would be pertinent at this point to 

read Mr. Miller’s questions and answers about what he thought he was 
coming down here for, from the testimony before the Atomic Ener gy 
Commission, or rather the Securities and Exchange Commission, on 
June 17,1954. This is pages 734 and 735. 

The previous testimony is that he had returned to Puerto Rico 
sometime in April, and had some negotiations, in touch with Mr. 
Dixon and Mr. Woods. Then the question: 

Had you anticipated prior to that time that First Boston would get the 
business? 

Answer. I certainly had personally hoped so. 

Then on down on page 735: 

State whether or not you felt your working with them would lead to getting the 
business. 

Answer. I can’t state how I felt. I certainly hoped it would be. We were all 
going in the same direction. 

Question. Would you say that the early activities of yourself and Mr. Wenzell 
were-——— 

Senator Lancer. What is that about going in the same direction ? 
Who is all going in the same direction ? 

Senator Krrauver. I don’t know. [Reading :] 

Answer. I can’t state how I felt. I certainly hoped it would be. We were all 
going in the same direction. 

Senator Lancer. Does that mean Mr. Wenzell and Mr. Strauss? 

Senator Kreravuver. Before that time he had talked about Mr. Dixon, 
Mr. Yates, Mr. Wenzell, and Mr. Linsley, First Boston Corp., Mr. 
Woods. 

Senator Lancer. They are all going to wipe out TVA together; is 
that the idea? 

Senator Krrauver. Well, they were all going in the same direction. 

Senator O’Manoney. In any event, they were preparing to organize 
a generating company which would be subsidiary to 2 holding com- 
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panies which would have a capital stock of $5,500,000, and a debt of 
about $100,000 or $95,000 on the ratio of 5 to 95. 
Senator Lancer. Now I understand it. 
Senator Kerauver. Let me read the rest of his question and answer. 
Senator O’Manoney. You understood it before. 
Senator Krrauver. Following that: 


We were all going in the same direction. 
Next question: 


Would you say the early activities of yourself and Mr. Wenzell were contrib- 
uting factors to the employment of the First Boston Corp.? 

Answer. I don’t know what factors contributed to Mr. Dixon’s mind. I would 
think that our prior knowledge of this type of thing would 

Question. By that you mean your participation in the OVEC deal? 

Answer. That is correct. It would have been a more important factor. 

Then the rest goes on about the OVEC deal. 

Senator Burier. Isn’t it proper to say, Senator, that the OVEC 
deal was a deal entered into by the prior administration, and that 
there is very little difference between the OVEC deal and the proposed 
Dixon- Yates deal? 

Senator O’Manoney. There is a very big difference. 

Senator Butter. What is the difference? I would like you to point 
that out. 

Senator O’Manonery. The difference as I see it is this: that the 
OVEC deal was a deal which was intended to provide power for the 
Government of the United States. The Mississippi Valley Generat- 
ing deal was a deal to provide power for municipal government, and 
the Atomic Ener gy Commission, acting under instructions from higher 
authority, was drawing a contract to supply that municipal power 
which the municipal authorities of Memphis had very vigorously 
denied they ever wanted to receive in that way. 

Senator Burter. They didn’t want to receive it in that way. It 
went through the Atomic Energy Commission, and there is no real 
difference in substance between these two deals. 

Senator O’Manoney. There is this differencee—— 

Senator Butter. I would say it comes in poor taste to question this 
one when the others were not questioned. 

Senator O’Manoney. There is this difference, Senator, that there 
was no question in the previous deals of any attempt by any repre- 
sentative of the Government to force a city of the United States, which 
had its own governing authority, to receive power from a subsidiary 
corporation of two holding corporations with which it did not want 
to do business. 

And I don’t think that any Senator of this body would fail to defend 
any community in his State upon which the Government of the United 
States was trying to force a contract which the city government alone 
had the right to make. 

Senator Butter. Well, I think that is a very small difference be- 
tween the two deals, very small. In principle they are the same thing. 

Senator Kerauver. Anyway, apparently Mr. Miller, Mr. Wenzell, 
thought he was going to get some business for First Boston when he 
came down here. 

Mr. Wenzeui. You say he did? 

Senator Krrauver. His testimony indicates that that was what was 
on his mind. 
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Mr. Wenzetu. When he first came down here? 

Senator Kerauver. He says here that he certainly hoped he was 
going to get the business. 

Mr. Wenze.u. I don’t think, if you are referring to the time I 
brought him there, there was any business to talk about. 

Senator Keravuver. He is talking about here, as the matter devel- 
oped at this and future conferences, that what he had in mind was 
getting business: that he hoped he was going to get the business. 

Mr. Wenze.u. I thought you were referring to this meeting of 
January 19 and 20. 

Senator Keravuver. Did you tell him there wasn’t going to be any 
business for First Boston in this matter when you brought him down 
here ? 

Mr. Wenzetu. I don’t think we had any conception there would 
be any business potential or otherwise. We didn’t know what was 
going to happen at these meetings. 

Senator Kerauver. Mr. Wenzell, Mr. Miller was the man who was 
the specialist in placing securities with insurance companies, as he 
had done in the OVEC matter; wasn’t he? He was your specialist 
in the First Boston Corp., and actually selling the securities to the 
investment institutions ? 

Mr. Wenzetu. No. He was the specialist in getting the deals set 
up. Mr. Linsley was the specialist, the salesman on the thing, Senator. 

Senator Kerauver. Mr. Miller was the specialist in getting the 
deals set up, and the 18 exhibits we received here this morning iili- 
cated he apparently offered to do something in connection with the 
investment. 

Mr. Wenzetu. A tremendous amount of work in assembling the 
information and getting a smooth orderly presentation. 

Senator Kreravuver. So you must have had something in mind about 
his work when you brought him down here? 

Mr. Wenze.u. He knew all, as I said, the details of what were 
necessary in these things, and had that technique at his fingertips. 

Senator Kerauver. So you had in mind somewhere along the line 
there might possibly be the placing of securities with institutional 
investors ? 

Mr. WenzetL. We had no idea of that at that time. What we were 
particularly interested in at that time was to be able to answer ques- 
tions as to what the rates might be of a plan involved should those 
questions be directed along those lines at this meeting of the 20th. 
That is the sole reason I had Mr. Miller there. 

Mr. Keerre. Mr. Miller was Mr. Linsley’s personal assistant, so to 
speak, wasn’t he? 

Mr. WenzELL. No, I wouldn’t say. 

Mr. Kerrre. He had worked with him personally on the OVEC 
deal, hadn’t he? 

Mr. Wenze.u. He had worked with him very closely on the OVEC 
deal, yes, sir. On that deal he was. 

Mr. Keerre. And Mr. Linsley was away on vacation ? 

Mr. Wenzetu. Of what time are you speaking about? 

Mr. Keerre. In that time in January Mr. Linsley was out of town, 
wasn’t he? 

Mr. Wenzetu. I don’t recall. I would have to check up the calen- 
dars. 
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Senator Kerauver. Let’s get to the meeting on the 20th. 

Mr. Wenzetu. I don’t recall that. 

Senator Kerauver. Did you make any preparation. for this meet- 
ing on the 20th? Did you have some plan or do any studying to get 
ready for it? 

Mr. Wenzetu. No, sir, I did not. I simply went there as an ob- 
server. 

Mr. Keerre. Would you tell us who was present at the first meeting 
on the 20th? Let’s get the chronology. You and Mr. Miller stayed 
at the Carlton the night of the 19th? 

Mr. WENzELL. Yes. 

Mr. Keerre. And the morning of the 20th I presume you went to 
the Atomic Energy Commission; is that right? Did you go to the 
Bureau of the Budget first? 

Mr. WENze.L. I think we went to the Bureau of the Budget for a 
short visit before. 

Mr. Keere. Why don’t you start right on the morning of the 20th 
and tell us what you did and where you want, you and Miller. 

Mr. WENZELL. I think we may have gone for a few minutes to the 
Bureau of the Budget on the 20th. 

Mr. Keerre. Who did you see there and what was said? 

Mr. WenzeLu. If we were there, it was in Mr. Hughes’ office. 

Mr. Keerre. Did you introduce Mr. Miller to Mr. Hughes at that 
time ? 

Mr. WENzELL. If we had a meeting there, Mr. Miller was there, I 
would have introduced him. I am not sure whether we went there 
for a short time or whether we went directly to a meeting at the 
Atomic Energy Commission. 

Senator Kreravuver. Incidentally, Mr. Wenzell, did you get your 
old office back, the same one you had had in September ‘when you came 
back this time? 

Mr. WeENzELL. When I came back the second time, I had no office; 
no, sir. 

Senator Keravuver. Just operating here and there. 

Mr. WENZELL. I was just in and out of the offices. I had no perma- 
nent desk or office. 

Senator Kerauver. You went to the Atomic Energy Commission. 
Who did you see? You entered there about 10: 50 in the morning with 
Miller? You saw Walter Williams? 

Mr. Wenzetu. The morning meeting, as I recall, we were in Mr. 
Walter Williams’ office, and we had a considerable delay because 
1 of the 2 utility representatives that were to be there was delayed 
by bad airplane transportation. So any meeting that we had was 
rather inconsequential for the full meeting which, as I recall, took 
place in the afternoon. 

Mr. Keerre. According to the chronology, on January 20 at 3 
o'clock 

Senator Kreravuver. This is the AEC chronology. 

Mr. Kererre. This is the AEC chronology. You met with Mr. 
McA fee, Mr. Dixon, Mr. Williams, Mr. Cook, Mr. Sapirie, in Admiral 
Strauss’ office ? 
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Mr. Wenzevu. Miller was with me. I would have thought that 
meeting was in Mr. Nichols’ large office room or the large room adjoin- 
ing Mr. Nichols’ office. 

Mr. Keerre. Is it your recollection of the chronology that that is 
wrong; it was in Strauss’ office? 

Mr. WenzeEtu. No; the other way around. I thought that meeting 
was in Mr. Nichols’ office. 

Senator Kerauver. You don’t know for sure? 

Mr. WENzELL. I don’t remember. It seems to me Admiral Strauss 
‘ame in again for just a short time, but the meeting was under—either 
by Mr. Williams or General Nichols. 

Mr. Keerre. Do you want to tell us what was said ? 

Mr. WENzELL. The discussion in that meeting was to the point 
as to whether the utilities would be prepared to organize an effort 
and get a bona fide proposal in to replace a substantial bloc of power. 
I think the figures were between 500,000 to 600,000 kilowatts. 

This was a meeting on the 20th of January, and I think the Presi- 
dent’s budget message was dated the 21st, it was in, and the paragraph 
in the President’s budget message relating to this replacement of 
power was discussed at that time, and these gentlemen, these two 
utility gentlemen, were asked if they could be prepared to come for- 
ward with a definite proposal in a relatively short time. 

That was the substance of the meeting. 

My recollection is that they said they would, but there was consid- 
erable discussion as to whether the thing should be located in and 
around the Paducah area or whether it should be moved to some place 
other than Paducah, namely, somewhere down near the Memphis area. 

Mr. Keerre. Was that the first time the Memphis proposition was 
discussed ? 

Mr. Wenzetxt. To my recollection that is the first time it was 
brought up at all. 

Mr. Keerre. Who brought it up at that meeting? 

Mr. Wenzett. I think it was brought up by the utility repre- 
sentatives. 

Mr. Keerre. That is Dixon or McA fee? 

Mr. Wenzetu. Dixon or McAfee, yes. 

Mr. Krerre. Do you remember anyone else present at that meeting 
other than the names I called off to you? You have mentioned Gen- 
eral Nichols. I notice he isn’t mentioned in the AEC chronology. 

Mr. Wenzett. I thought the meeting—that it was near his office or 
at his office. 

Mr. Keerre. And your name and Mr. Miller’s name does not appear 
in the published chronology. 

Mr. Wenzetu. That I believe. 

Mr. Keerrr. Was there anyone else present at that meeting whose 
name does not appear in the published chronology ? 

Mr. Wenzetu. Well, as you read me the names, I don’t recall any 
omission outside of myself and Mr. Miller. 

Mr. Keerre. And General Nichols. 

Mr. Wenze.t. I think General Nichols was there also. 

Mr. Keerre. At 4: 30 that day—well, before we come to that, could 
you identify these people? McAfee you have already identified, 
Dixon you have identified, Williams you have identified. Who was 


Cook? 
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Mr. Wenze.L. He was the AKC staff. 

Mr. Kerrrre. And who was Sapiri? 

Mr. Wenzett. Sapiri I think was also the AKC staff. 

Mr. Keerre. And what is General Nichols’ job? 

Mr. Wenzett. I think he at that time was general manager. 

Mr. Keerre. And at 4:30 that day, according to the ‘published 
chronology, you went to the Bureau of the Budget and met in Mr. 
Hughes’ ‘Office at 4:30 with Mr. McKenzie, Mr. Cook, Mr. Williams, 
Mr. Me Afee, Mr. Dixon, and Mr. McC andless. Did Mr. Miller ac- 
company you there? 

Mr. Wenzetu. Mr. Miller was there with me, and myself, of course, 
and both Mr. McAfee and Mr. Dixon, you mentioned their names in 
there. 

Mr. Krerre. Yes. 

Mr. Wenzett. I think that is the complete list as far as I can recall. 

Mr. Krerrr. You don’t recall anyone else present at that meeting 
other than you have mentioned ? 

Mr. Wenzeti. That is all, to the best of my recollection. 

Mr. Krerre. Do you recall specifically that at the meeting at the 
Bureau of the Budget Mr. Hughes was present ? 

Mr. Wenzeut. Yes, sir. 

Mr. Krrrre. Was Mr. Hughes present at the prior meeting at the 
Atomic Energy Commission ? 

Mr. Wenzetu. No, sir. 

Mr. Krerre. You are familiar with the fact that Mr. Hughes testi- 
fied that he does not remember meeting Mr. Miller ? 

Mr. WenzeEt. Yes, sir. 

Mr. Kererre. Did you introduce him to Mr. Miller? 

Mr. Wenzett. To the best of my recollection, I did. 

Mr. Keerre. Did you conceal from him that Mr. Miller represented 
First Boston ? 

Mr. Wenze tt. I did not. 

Mr. Kerrre. Have you any explanation as to why Mr. Hughes 
wouldn’t remember Mr. Miller? 

Mr. WENZELL. Well, there was a large meeting in his office there. 
There were a lot of people in there at this thing. Neither Mr. Miller 
nor I, as I recall that meeting, took any participation in it. We sat 
there. We weren’t called upon to ask questions or partake in any 
discussion. That is the only reason I can remember that I should 
think that Mr. Hughes could fail to recall Mr. Miller. 

Mr. Krerre. Have you any explanation as to why in the preparation 
of these chronologies of both the Bureau of the Budget and the Atomic 
Energy Commission, there was no mention of your name or Mr. 
Miller’s name? 

Mr. Wenzett. I have no reason at all to know why it was. I wasn’t 
consulted on the thing. I never was submitted a list of it before, or 
have anything to do with them. 

Senator Krravver. I believe you were surprised when you found 
your name wasn’t listed; weren’t you ? 

Mr. Wenze.u. That’s right; but that was some time later on. I 
didn’t see these chronologies for some time. 

Mr. Keerre. Mr. Hu ches testified that there were dozens and dozens 
of people in these chronologies not listed. Can you think of anyone 
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else other than you and Mr. Miller whose name was dropped from this 
4:30 meeting at the Bureau of the Budget ? 

Mr. Wenzetu. There may have been other people from the Bureau 
of the Budget that attended the meeting. 1 don’t recall the names 
of them. 

Mr. Krerre. But, so far as you can recollect, the only people left 
out of the 4:30 meeting of January 20 were you and Miller, in the 
published chronology. 

Mr. Wenzeww. That is all I can recall; yes. 

Mr. Kererre. That is all I have on the 20th, Senator. 

Senator Krerauver. Senator Langer, do you want to ask about the 
20th ? 

Senator Lancer. No. 

Senator Keravuver. Senator Butler? Senator Gore? Glad to have 
you back with us, Senator. 

Senator Gore. Mr. Wenzell, I believe you testified that it was during 
the meeting of the 20th that the Dixon-Yates site at West Memphis 
was first discussed ? 

Mr. WenzE.x. It wasn’t specifically West Memphis. It was a site 
other than at the Paducah area, and down nearer the Memphis area. 

I don’t think there was anything specific about which side of the 
river, but it was the idea of power being supplied at other than this 
concentrated area at Paducah and down nearer Memphis. There 
wasn’t anything specific as to where it should be. 

Senator Gort. When did you first hear a discussion as to the plan 
being constructed west of the river ? 

Mr. Wenzetu. The question is when. I can’t give you an exact date, 
but I would assume a week or so, a week to 2 weeks after that meeting 
of the 20th. 

Senator Gorr. Who first mentioned the location west of the river? 

Mr. Wenzeti. To my best recollection, it would be Mr. Dixon or 
Mr. Seal or somebody in Mr. Dixon’s organization. 

Senator Gore. Did they list any reasons why the plants in their 
opinion should be erected west of the river when the power was needed 
east of the river? 

Mr. Wenzeu. I think the reasoning as I recall it was that they 
wanted to be west of the river where the Southern Co. was in the service 
area of the Middle South Co. 

Senator Gore. In other words, as you recall it, they wanted to build 
the plant in an area in which they had a franchise? 

Mr. Wenzett. I believe so. 1 think there was some discussion, if I 
may go back, at one time of locating it further south than Memphis, 
and possibly on the east side of the river. 

It seems to me I recall some thoughts given to that for a location. 

Senator Gore. What advantages if any in their opinion were listed, 
or did they advance, in behalf of this alternative site still further 
sonth ? 

Mr. Wenze.u. I don’t think there were. I think that was resolved 
in favor in their minds on asite on the west side of the river and further 
north. 

Senator Gore. Did you hear discussion that because of the exclusive 
franchise in that area, that there could be no competitive bidding for 
the construction of the plant ? 
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Mr. Wenzett. I don’t recall any discussion along those lines; no, sir. 
For construction of the plant? 1am a little confused. You say this 

yas for a plant on the east side or the west side of the river ? 

Senator Gore. Are you familiar with the data sheet, so-called, 
setting out the requirements that were handed out by the Atomic En- 
ergy Commission to those concerns who undertook to enter competitive 
bids for the construction of this plant? 

Mr. WeNzeELL. No, sir. 

Senator Gore. Did you at any time confer with Mr. Cook on the re- 
quirement of a backup ¢ 

Mr. WenzeELL. I did not; no, sir. 

Senator Gore. Did you at any time participate in the preparation of 
a data sheet having as its purpose the exclusion of competition ? 

Mr. Wenzeun. No, sir. 

Senator Gore. That is all, Mr. Chairman. 

Senator Langer. How long did that conversation last ? 

Mr. Wenze.Li. Which one, sir? 

Senator Lancer. On the 20th? How long were you there? 

Mr. Wenzewu. I was at three meetings on the 20th, a morning meet- 
ing at the AEC, my guess is that that w vould be about an hour ; a meet- 
ing, a second meeting in the afternoon that may have lasted about an 
hour. 

Senator LAncErR. You haven't told us anything. Everything you 
have told us you could tell us in 2 or 3 minutes. There must have been 
a lot of conversation there; wasn’t there ¢ 

Mr. Wenzetxi. And then a third meeting at Mr. Hughes’ office, 
which I think lasted maybe half an hour or something of that type. 

Senator Lancer. Wasn’t there general discussion ? 

Mr. WenzELL. Yes, sir; they were all general discussions. ‘These 
meetings were somewhat repetitious. 

Senator Lancer. They didn’t just say over and over and over again 
what you just told us here. There must have been some more stuff 
besides that; wasn’t there ¢ 

Mr. WenzeLuL. The meeting at Mr. Hughes’ office, he didn’t attend 
the meetings at the Atomic Energy Commission. I think it was 
quite repetitious of what had taken “place at the meeting below at the 
Atomic Energy Commission, yes, sir. 

Senator Lancer. Was any thing said about TVA? 

Mr. Wenzet. Well, this was a power supply that would cert: unly 
affect the TVA. There must have been discussion about it, yes, sir. 

Senator Lancer. What was said about it ? 

Mr. WENZELL. I can’t remember what specifically was said at all. 

Senator Lancer. Can’t you remember that? 

Mr. Wenzetut. No. I wish I could. I would be very glad to tell 
you. 

Senator O’Manoney. Did you ever discuss with Mr. Hughes at 
these meetings the proportion of equity to debt ? b 

Mr. Wenze.u. At this meeting of the 20th I don‘t think that sub- 
ject was touched on a bit; no, sir. 

Senator O’Manoney. Not touched on at that time at all? 

Mr. Wenzet. I don’t recall that it was. Neither Miller nor I-—— 

Senator O’Manoney. Was it never touched on? 

Mr. Wenzetu. It came up at subsequent meetings; yes, sir. 
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Senator O’Manonery. And was there any difference of opinion 
among those who participated as to whether the debt should be 10 
percent or 5 percent, I mean the equity should be 10 percent or 5 per- 
cent ¢ 

Mr. Wenzetu. The figure of approximately 95 percent debt, Sen- 
ator, and 5-percent equity, was arrived at over a eertain period of time. 
The initial discussions were on a considerably higher amount of 
equity and a lesser amount of debt. 

Senator O’Manoney. I gathered that from the testimony of Mr. 
Hughes the first time he appeared here. He told me in answer to 
one of my questions that the discussions included whether the equity 
should be 10 percent or 5 percent. 

Now you confirmed there were discussions. You have not fixed 
the upper limit. But in any event, you have said that there were dis- 
cussions of a higher equity than the 5 percent which eventually 
eventuated. 

Mr. WENZELL. Yes, sir. 

Senator O’Manonry. Is that customary in utility financing or in 
the financing operations of the First Boston Corp., that you can sell 
bonds to institutions having only a 5 percent equity ? 

Mr. WenzeLu. The conventional pattern of debt-equity in utilities, 
of course, as you know, has a much higher percentage of equity, with 
debt being in the nature of 40 or 50 or 55 percent maybe up towards 
60 percent. 

Senator O’Manonry. The conventional utility has a much higher 
ejuity than this transaction. 

Mr. WENzELL. Yes, sir, very much so, that’s right. 

Senator O’ManoNnry. How do you account for the difference? 

Mr. Wenzetu. Well, these were attempts to get the overall costs of 
money for the total 100 percent picture down to the very lowest possible 
figures, by having what they call very high leverage. 

Senator O’Manonry. Why? 

Mr. Wenze.u. Very high debt and a small equity on it. Well the 
interest on these bonds as finally worked out, you will recall, was 
slightly over 314 percent. 

Senator O’Manoney. 334, as I recall. 

Mr. WenzexL. 3.58 I think was the composite figure on the thing 
there, and that was for 95 percent of the package, so to speak, where 
with the remaining 5 percent on, I believe, on 9 percent or slightly 
under, so that if you factor those two, you get a lower overall cost 
of money than the conventional, than you do in the conventional 
pattern. 

Senator O’Manoney. I don’t quite understand why the factors that 
you have mentioned should produce so much lower—Mr. Dean, did you 
want to testify ? 

Mr. Dean. No,sir. I was trying to explain 

Senator O’Manoney. You are trying to keep the witness on the 
track. Please, sir, don’t interrupt when I ask him a question. Don’t 
put the words in his ear. 

Mr. Dean. There is a very simple explanation, Senator. 

Senator O’Manonery. Do you want to give it? 

Mr. Dean. No, sir. 

Senator O’Manoney. I am trying to find out why the conventional 
equity ratio is 40 to 45 percent, and in this transaction we end up 
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with a 5-percent equity after having discussed an equity as high as 
10 percent. 

Mr. WENzELL. It is quite simple if I can take a few minutes to go 
through this. 

Senater O’Manoney. In order to make it simple to the public mind, 
I might say that I would scarcely expect to find very many real-estate 
dealers in any part of the United States putting up a mortgage of 
$95,000 on a house of which the owner had a $5,000 equity. 

Mr. Wenzeiu. You haven’t seen many of these FHA’s, I take it. 

Senator O’Manonery. I am not talking about the FHA’s. In those 
I think the Government was victimized, too. 

Mr. Wenzetu. Those run 105 percent. 

Senator O’Manoney. Did you get my word “too”? Now let’s go 
ahead with this thing. 

Mr. Wenze.LL. Shall we take a conventional picture? 

Senator O’Manoney. Please do. 

Mr. WENZELL. Supposing we had a conventional picture with 50 
percent debt and 50 percent equity. 

Senator O’Manoney. That is a conventional picture? 

Mr. Wenzecu. Well, I am saying, take that 50 percent and assume 
we had a 3 percent interest rate, 3 percent with 50: On the other 50 
percent for the equity on it, suppose we had 5. Iam just taking some 
figures. 

Now the composite effect on there would be about 4, the weighted 
overall cost on there, without taking into consideration the fact that 
on interest on debt the Federal income tax, the interest on debt is a 
deductible item in connection with expense, whereas the payment of a 
dividend is not an interest-deductible item. 

Now if we could get theoretically a company that had a 100 percent 
debt and little or no equity on it, it would all be interest, and assume 
we could get that around say 31% or 334 percent, the overall cost would 
be less than this one I just used with this other picture on a conven- 
tional capitalization on here, so that gave the overall lowest cost of 
money on the picture, was what they were striving for, and get some- 
thing that could be sold to sophisticated institutions. 

Senator O’Manonery. Would sophisticated institutions ordinarily 
buy $95 or $92 million worth of bonds bearing an interest of, what is it, 
352 percent from the utility having only a 5 percent equity? 

Mr. Wenzetu. They have done it in two cases just a very short time 
before. One was Ohio Valley and one was Edison Electric Energy, 
Inc., which had approximately those high debt and low capital. 

Senator O’Manoney. Those were outfits which had a Government 
contract, had they not? 

Mr. Wenzeu. Yes, sir. Well, this was to have a Government con- 
tract, too. 

Mr. Dean. No; it was not. Excuse me. 

Senator O’Manoney. I would like to get your answer, Mr. Dean, 
to that one. 

Mr. Wenze.u. The supply of power in this proposal down here was 
for the Atomic Energy Commission, which is the same people 

Senator O’Manoney. It was for a municipality. I know the 
Atomic Energy Commission was making the contract to furnish the 
power to a municipality. 

Mr. Wenzetu. But they were on the contract. 
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Senator O’Manoney. Sure. Now, what I am trying to find out is 
whether a bond of that character, with no Government contract 
involved, how that would rate. Would that rate as a AAA bond? 

Mr. WENzELL. No, sir. 

Senator O’Manoney. An AA bond? 

Mr. WENzELL. No, sir. 

Senator O’Manoney. An A bond? 

Mr. Wenze.u. It might possibly be an A bond or the next category 
down, called BAA. It wouldn’t be AAA. 

Senator O’Manonry. Now , what is this bond that the Metropolitan 
Life Insurance Co. is investing the savings of its policyholders in? 
How is that going to be rated, if it has been rated ? 

Mr. Wenzeuu. 1 must ask your indulgence. You spoke about these 
ratings. There are no ratings made on any of these bonds. I am 
just giving you honest answers of what possibly I think they might be. 

None of the rating agencies rates bonds that are not out with the 
public on the thing. In other words, the bonds of the Ohio Valley 
Electric or the bonds of the Electric Energy which are outstanding 
now for some time do not carry any ratings. The rating agencies 
refuse to give these ratings. 

Senator O’Manoney. I hand you exhibit 12. This, by the way, is 
a memorandum produced by the First Boston Corp. of the 5th of 
February 1954, headed “TVA Wenzell, Miller, F. A. C.,” which was 
described by Mr. Miller as a conference of three officials of the First 
Boston Corp. 

Mr. Wenze.u. Four of them, sir, Mr. Harter. 

Senator O’Manonry. Well, he wasn’t listed at the top. 

Mr. Wenze.u. He wrote it. 

Senator O’Manoney. He did the writing. He was the secretary. 

I call your attention to the listings, AAA, AA, and A, on this memo- 
randum under Ohio Valley. 

Mr. Wenze!: That showed what the bonds of that category, those 
three categories, at that time, were selling for. That was to give 
some rough idea of what this picture was. 

Senator O’Manonery. So these bonds do have a rating in your mind. 
Mr. Wenze.u. That is correct. We try to fit them into a thing, 
but there is no absolute on it, because, as I said before, the rating 
agencies only put their ratings on the bonds that are held by the 

public. 

Senator O’Manonry. Well, I observed, sir, from this, that the 
interest rate which you and your associates rated as AAA was 3 per- 
cent, the interest rate w hich you rated as AA was 3.05 or 3.10, whereas 
the rating for 3.2 or 3.25 was only A, whereas the interest rate on the 
bonds taken by the Metropolitan has now been figured out according 
to the contracts we have seen here, at 35 percent. 

Senator Keravver. I think that is 3.58, 3 and 58/100ths. 

Senator O’Manonry. I thought it was 3 and five-eighths percent, 
but I may be mistaken. 

Mr. Wenzewu. The coupons were 3 and five-eiguths. The coupons 
on the notes on a quarter on the composite rate on the weighted 
average was 3.58 or 3.58 something. 

Senator O’Manoney. So it is obvious from this exhibit that you 
gentlemen were figuring these interest rates early in February, and 
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that was shortly after the meetings on January 18, January 19, and 
January 20, of which you can now testify so little. 

Now I want to know if I can, why the Metropolitan Life Insurance 
Co. would sell so large, would be ready to sell so large a proportion of 
bonds on a transaction of this kind which actually did not involve 
furnishing power to the Government but to a municipality. 

Mr. WENZELL. You are asking me that question. 

Senator O’Manonry. Yes. 

Mr. WenzELL. Well, the proper person of course to answer that 
would be the Metropolitan Life persons. All I can do is try to give 
you my interpretation of what was probably in their minds. 

Senator O’Manoney. We ask you that because you were at this 
conference. 

Mr. Wenzetu. At that first conference, Senator, as I recall, that 
was the first time we tried to get some indication of what the cost 
of money would be. Those three categories of ratings were put down 
as a guide by Mr. Harter. 

I think at that first meeting, that was the February 5 meeting, 
there was still at that first meeting some idea of having more than this 
small 5 percent equity. In other words, a lower percentage of bonds, 
and in that narrow interpretation a better quality of bonds might come 
into some of those, maybe as much as an A bond. 

Senator O’Manonry. Now we have this clear picture from your 
testimony: That the normal rate of equity in the normal utility is at 
least 40 percent higher than the equity that was acceptable here. 

Mr. Wenzett. That is opidcenlaaniale correct; yes, sir. 

Senator O’Manoney. And, secondly, that the rate of interest on 
contracts which do not involve Government payments carry a very 
much higher rate of interest. 

Mr. Wenzett. The quality of bond was a better bond, and the 
better the quality, the lower the rate of interest on the thing. You 
— there was not a listing at that time of a BAA rating of 
bonds. 

Senator O’Manoney. Well, I have seen BAA ratings many years 
ago. 

Mr. WenzELt. I say on that sheet there they didn’t. 

Senator O’Manoney. Not on that sheet, but you didn’t have the 
— on that sheet either. You only had the rate on the Ohio 

alley. 

Senator Kerauver. Well, in any event another thing is that Dixon- 
Yates didn’t want to put up any more money than they had to. 

Mr. Wenzetu. That’s right, that’s correct. 

Senator Krravuver. So the higher the bond with a Government 
guaranty, the less money Dixon- Yates put up. 

Mr. Dean. There was no Government guaranty. 

Senator Keravver. Anyway, a Government contract. 

Senator O’Manoney. It wasn’t a guaranty, of course, but these 
bonds were supported by a contract signed by the AEC. 

Mr. Wenzeu. By the AEG, yes, sir, an agency of the Government. 

Senator O’Manoney. An agency of the Government. And that in 
your judgment was the factor which gave them their value in the 
market; was it not? 


_ Mr. Wenzeuu. It was a very important factor, yes, sir, a very 
important factor. 
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Senator O’Manonry. Probably the most important factor. Now I 
wanted to ask you 1 or 2 more questions with respect to these con- 
ferences. You knew Mr. Dixon? 

Mr. WenzeLL. I had met Mr. Dixon; yes, sir. 

Senator O’Manoney. And did you finally meet Mr. Yates? 

Mr. WeNzELL. I had known Mr. Yates before. 

Senator O’Manonry. Did you know what Middle South was? 

Mr. WENzELL. Yes, sir. 

Senator O’Manoney. Did you know what the Southern Co. was? 

Mr. WENZELL. Yes, sir. 

Senator O’Manonry. What are they ? 

Mr. WenzeELL. They are both holding companies, utility holding 
companies. 

Senator O’Manoney. Do you know how many subsidiaries Middle 
South has? 

Mr. Wenzetu. I know approximately. I can’t remember. 

Senator O’Manoney. Well, what approximately ? 

Mr. Wenzetu. They had Arkansas Power & Light, Mississippi 
Power & Light, Lousiana Power & Light, New Orleans Public Serv- 
ice, I think were the important ones. 

Senator O’Manoney. They might have more? 

Mr. Wewnzett. Minor ones. I think those were the important 
ones. 

Senator O’Manoney. How about the Southern ? 

Mr. WenzeELL. The Southern Co. had the Georgia Power Co., the 
Alabama Power Co., a company called Mississippi Power Co. 

Senator Lancer. In west Florida? 

Mr. Wenze tt. I don’t know whether there was another one around 
Pensacola or not. 

Senator O’Manoney. You are aware, are you not, that Congress 
enacted a Holding Company Act? 

Mr. WENzELL. Yes, sir. 

Senator O’Manoney. Because of the abuses which had been com- 
mitted by holding companies in the period before the crash of 1929. 
You are aware of that? 

Mr. WenzeEtu. I am aware of the Holding Company Act; yes, sir. 

Senator O’Mauonery. And you know why it was passed by Con- 
gress ? 

Mr. Wenze.u. Generally; yes, sir. 

Senator O’Manoney. Did you approve of that act at the time? 

Mr. Wenzetu. I thought it was a good act. 

Senator O’Maronry. Do you think the principle involved is a 
good one? 

Mr. WenzELL. Generally; yes, sir. 

Senator O’Manonry. But the Mississippi Valley Generating Co. 
was an additional subsidiary for both of these? 

Mr. Wenze.u. Technically; yes, sir. 

Senator O’Manonry. Technically? Actually. 

Mr. Wenze.u. Well, the other subsidiaries of these are wholly 
owned subsidiaries. 

Senator O’Manoney. Well, the only difference is that in this ease 
both of the holding companies had a portion. 

Mr. Wenzetu. Had a portion of it; yes, sir. 

Senator O’Manoney. They were not wholly owned. 
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Mr. Wenzetu. That’s right. 

Senator O’Manoney. Oxcept that they were wholly owned by 
Middle South and Southern. 

Mr. Wenze.i. Combined; yes, sir. 

Senator O’Manoney. It was a combination. 

Mr. Wrenze.t. In the case of the Southern Co. their interest was a 
minority interest. 

Senator O’Manoney. That is what the record seems to say. So 
what we are talking about now in all of these hearings are the nego- 
tiations which took place behind closed doors in the “Atomic Energy 
Commission and in the Bureau of the Budget with you participating 
sometimes as a representative of the Bureau of the Budget, some- 
times as a representative of First Boston Corp. 

Mr. Wenze.u. All of my representation there was for the Bureau 
of the Budget, sir. 

Senator O’Manoney. Did you not say this afternoon, in answer to 
some of my questions, that there was one occasion here when you were 
at one of these conferences, you were acting for the First Boston? 
That was about the time that Mr. Dean came in, because I asked you 
about the two hats. 

Mr. Wenzett. I thought 

Senator O’Manonry. Well, whatever may be the facts, I will 
accept your statement. 

Mr. Wenzevt. That I was working for the Bureau of the Budget. 

Senator O’Manonry. It was called to my attention that, of course, 
we all know you signed in as First Boston. 

Mr. Wenze.u. Yes. 

Senator O’Manoney. But you say that that probably was an error, 
a matter of habit, and so forth, and you didn’t give that a oreat 
deai or consideration ¢ 

Mr. Wenzett. That’s right. That was my thought at the time, 
sir. 

Senator O’Manonery. But at one of these conferences which you 
held with Mr. Williams, as I remember your testimony, the only per- 
son representing the Bureau of the Budget there was yourself ? 

Mr. Wenzewu. I think that was true; yes, sir. 

Senator O’Manonry. That was true. So on that occasion you were 
wearing the Budgeteer’s hat. 

Mr. WenzeLL. Yes, sir. 

re O’Manonry. Now, then, when you consider the fact that 
we are dealing now with a subsidiary of two holding companies, 
cdo you fool that as a representative of the Bureau of the Budget you 
were giving the Bureau of the Budget, and therefore the Gov ernment 
of the United States, good advice when you were pointing out to them 
how a subsidiary of this character could be financed ? 

Mr. Wenzewi. I did. I believe I did. 

Senator O’Manonry. And you thought you were giving good 
advice ? 

Mr. Wenzetu. Excellent; yes, sir. 

Senator Krrauver. Very well. Time is getting late here now. We 
have gotten to the 20th. 

Have we finished the 20th, Mr. Keeffe? 

Mr. Krerre. We have. 
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Senator Keravuver. I think we will have to adjourn. We are not 
going to be able to get further than the 20th today. 

I would like to ask this concluding question, Mr. Wenzell. 

You were surprised when you found out that your name was not 
mentioned in the chronology by the Atomic Energy Commission and 
by the Bureau of the Budget, and you talked with Mr. Raben about 
it in your conference with him of February 26, and he advised you 
to contact Mr. Hughes and see that you 

Mr. WENzELL. No; that was a year afterward, sir. 

Senator Keravuver. This is February 26 of this last year. 

Mr. Dean. 1955. 

Senator Kerauver. I mean of 1955—contact Mr. Hughes and fully 
inform Mr. Hughes about 

Mr. WenzeLu. It was in 1954, sir, that I talked with Mr. Raben, 
1954, before any chronologies were published. 

Senator Keravver. He told you to fully inform Mr. Hughes. 

Mr. Keerre. It was February 19, 1955, that the conference with Mr. 
Dean and Mr. Woods and Mr. Coggeshall took place, wasn’t it? 

Mr. WenzetL. That’s right, sir. 

Senator Kreravuver. That you suggested correcting the chronology 
and suggested that you call Mr. Hughes. That was the statement of 
Mr. Dean on this record. 

Mr. Wenzeti. Yes, I know. 

Senator Krerauver. Did you call Mr. Hughes? 

Mr. Wenzetx. I did not; no, sir; I did not. 

Senator Kerauver. Why didn’t you? 

Mr. Wenzetu. Well, I wasn’t as clear in my mind as Mr. Dean may 
have indicated, that it was my obligation to call him. 

My recollection of that meeting was that we were looking after this 
chronology, and that the main thing to do was to make sure that the 
figures given by Mr. Hughes to Senator Hill, which, as I recall now, 
went to some time in March, the 2d or 3d of March, agreed with our 
records, and it took a little time to find that out, and it turned out that 
we had found that there had been another meeting or a couple of more 
meetings in there, the last one of which, as I recall, was April the 3d, 
which was the last time I was in Washington. 

When that information was assembled, I, in the meantime, was not 
inthe country. I had to goabroad. That information was correctly 
given to Mr. Hughes through some telephone calls that Mr. Dooling 
explained earlier in the day. 

Senator Keravuver. All right. We will get to these other meetings. 

Senator Lancer. Mr. Chairmain, I would like to call up my letter. 
I want to make a motion on it. 

Senator Kreravuver. We will resume your testimony at 10 o’clock in 
the morning, if that will be all right, Mr. Dean. 

Before we adjourn, Senator Langer has written the chairman of this 
task force subcommittee a letter which I will ask this young lady to 
read into the record. This is Mrs. Montier. Suppose you read the 
letter, as requested by Senator Langer, into the record. 

Mrs. Montter (reading) : 
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JULY 11, 1955. 
Hon. Estes KEFAUVER, 


State of Tennessee, 
United States Senate, Washington, D. C. 


My Dear SENATOR KEFAUVER: As you know, while I was chairman of the Sub- 
committee on Antitrust and Monopoly of the Senate Judiciary Committee, we 
were investigating rural electrification and had gathered data showing the con- 
spiracy on the part of the private utility companies to wreck, hamstring, bank- 
rupt, and wipe out of existence the farmers REA cooperatives, plus an attempt 
to take over the plants in various towns and cities, and thereby raise the price 
of electricity and power to the consumers in these towns and cities. 

Because of the fact that the Congress refused to appropriate funds for a thor- 
ough investigation of this conspiracy, we were only able to hit the high spots, 
particularly in Mississippi, Arkansas, West Florida, Georgia, Alabama, and 
some other States. 

To my astonishment, the Hoover Commission has made recommendations, 
which if carried out, will paralyze and kill the rural electrification. 

Almost as soon as the members of the Task Force on Landing Agencies of the 
Hoover Commission were appointed, the REA cooperatives requested a hearing 
as it related to the rural electrification, and the proper representatives requested 
an opportunity to be heard regarding the functions of REA. They were Clyde 
Ellis, general manager, National Rural Electric Cooperative Association, and 
Clay L. Cochran, director of the legislative and research and management de- 
partment, National Rural Electric Cooperative Association, which is the national 
association of REA financed electric borrowers of which there are over a thou- 
sand, who were advised by the task force of the Hoover Commission that there 
would be no opportunity for them to be heard. 

The attitude of the staff director, Mr. Theodore Herz, was such that it was 
obvious that Mr. Herz was not interested in the efficiency of any of the matters 
that should have been of vital interest to him in his official position. Summed 
up, his attitude was that he thought the rural electric systems were being sub- 
sidized and that the REA should be abolished as soon as possible. 

In view of the testimony of Mr. Adolphe Wenzell, who testified before our 
subcommittee on Friday, the man secretly selected by the administration, it must 
be increasingly obvious to all of us that there is a cold-blooded, well-financed, 
secret attempt on the part of the administration to put every REA cooperative 
out of business, to wreck the REA, to kill the work of many years on the part 
of the farmer and to turn the industry of several billion dollars over to the 
private utility companies for a few cents on the dollar. 

I believe it is the function of the Subcommittee on Antitrust and Monopoly of 
the Senate Judiciary Committee, known previously as the Langer-Kefauver Com- 
mittee, and now as the Kefauver committee, to subpena and place under oath 
and secure the testimony of men responsible for this undertaking which is one 
of the most brazen, most insidious, most diabolical, in my opinion, attempts that 
has ever been made to wreck a free people. 

Therefore, I respectfully request that the new Hoover Lending Task Force be 
subpenaed as a starter by our subcommittee as soon as possible. The men 
I most respectfully ask to be subpenaed are as follows: 

Grady, Paul, chairman of the task force; partner in Price Waterhouse & Co.; 
served as chairman of the same task force of the first Hoover Commission; Price 
Waterhouse & Co. are accountants for Purcell Smith’s National Association of 
Electric Companies and a lot of utility companies. 


Senator Lancer. In case any member of the subcommittee doesn’t 
know who Purcell Smith is, he is the chief lobbyist for all these private 
utility companies, including the one that is under investigation at the 
present time, at a salary of $60,000 a year, plus expenses. T think we 


ought to have him before this committee also. 
Mrs. Montter (reading) : 


Bestor, Paul, insurance executive: Prudential Insurance Co., 1943-47 (‘vice 
president 1940-47) ; president, Trust Company of New Jersey, Jersey City, since 
1948— 

Senator Lancer. These are all members of the Hoover Task Force. 

65950—56—pt. 1——21 
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Mrs. Montier (reading) : 


Bliss, George Laurence, lending business executive; president, Century Federal 
Savings and Loan Association, New York City, since 1941. 

Bodman, Henry Taylor, banker and corporation director; general vice presi- 
dent, National Bank of Detroit, Mich., since January 1950; director, Detroit Steel 
Products Co.; director, Detroit First Fire & Marine Insurance Co.; director, Uni- 
versal Products Co., Dearborn, Mich. 

Campbell, William Wilson, banker and corporation director; president, Na- 
tional Bank of Eastern Arkansas, Forrest City, since 1923; board of directors, 
Federal Reserve Bank, Memphis; director, Arkansas Power & Light Co. 

Cole, Albert L., general business manager, Readers Digest Association; Frank 
A. Munsey Publishing Co., New York City, 1910-15; joined Popular Science Pub- 
lishing Co., New York City, in 1915; president and publisher, Popular Science 
monthly and Outdoor Life magazines, 1929-389 (director since 1924); director, 
McCarll Corp. ; director, Greenwich Trust Co. 

Cooper, Clifford B industrialist, president, Horning Engineering Co., Los 
Angeles, since 1950. 

Cowles, Gardner, publisher, banker, and corporation director; president, Des 
Moines Register, since 1943; president, Register Tribune Co., Cowles Broad- 
easting Co., Cowles Magazines, Inc. (publisher of Look magazine) ; chairman 
board, Minneapolis Star & Tribune Co.; Massachusetts Broadcasting Corp.; 
director, United Airlines, Bankers Life Co., Iowa-Des Moines National Bank & 
Trust Co.; director, R. H. Macy & Co. 

Hotchkis, Preston, insurance executive and utility director; director, Blue 
Diamond Corp., Ltd., California Trust Co., Pacifie Mutual Life Insurance, Pa- 
cific Telephone & Telegraph Co., Yosemite Park & Curry Co., Grand Central 
Garage Co.; executive vice president, treasurer and director, Fred H. Bixby Co., 
Long Beac h, Calif. 

Keller, Seana B., Sr., business consultant and corporation director; with 
International Harvester Co. since 1913, treasurer since 1932, director since 
1936, vice president and treasurer since 1941, senior consultant since 1946—— 

Senator O’Manonry. Mr. Chairfman, may I interrupt? I have 
just been advised that the President has ordered the Dixon-Yates 
contract canceled. 

Senator Keravuver. We will have that information made a part of 
the record, Senator O’Mahoney. 

Senator O’Manoney. Wait until you get it officially. Don’t trust 
me. I wasn’t there. 

Senator Krrauver. I am very glad to have the report that you have 
received. 

Senator O’Manonry. Proceed. 

Mrs. Mon tier (reading) : 
director, Chicago District Electric Generating Co., Continental Casualty Co., 
Continental Assurance Co., Gary National Bank, Associates Investment Co., 


Chicago, Milwaukee, St. Paul & Pacific Co., director, United States Life 
Insurance Co. 


Senator Lancer. Iamsurprised. I only finished my speech an hour 
ago. 

Senator Kerauver. That is quick information and action. You 
must have a direct line to the White House. 

Mrs. Montter (reading) : 


Sproul, Allan, banker, president, Federal Reserve Bank of New York since 
1941. 

Senator Lancer. Now, Mr. Chairman, I call your attention to the 
fact, if I may, that ‘every one of these men is either connected with 
an investment company or an insurance company, an executive of 
some public utility, and that apparently there isn’t a single person 
friendly to the REA’s anywhere in the United States of America, 
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and there is a setup to wreck and kill REA, and it is interesting here 
because in this investigation we have repeatedly heard Mississipp1 
and Georgia and Arkansas mentioned. You read the testimony which 
we had previously when I was chairman. The Senator is familiar 
with the cold-blooded attempt of the Arkansas Light & Power Co. 
¢o wipe out every REA in the State of Arkansas, how they tried to 
corrupt public officials, how on election day they would pay $25 apiece 
to a large group of men to go out to influence the election. __ 

And, strange as it may seem to Sullivan & Cromwell, they hired 23 
lawyers by the year just to advise them, but when they had a law 
suit, they hired Green & Green. 

Senator Keravuver. Yes; I think that record of the hearings in those 
days in July is one of the most important records that has been brought 
forth in this Congress. It does show all of those things. 

Senator Lancer. It shows how cold bloodedly any one of these 
private utilities, how far they will go to wreck an REA and gobble 
it up, because you will remember testimony where at an REA, the 
3,000 farm members went and tried to get the President not to make 
the loan, then they went to court and tried to keep the loan from being 
consummated, finally went to the Supreme Court of the United States. 

And then after the loan was made, they gave rates almost for 
nothing in order to get the farmers to back away from REA and 
take the rates from this private utility company, and did get 1,500 
farmers in one instance to take it. Then when the REA was bank- 
rupt, then they went in and tried to gobble it up. 

And you will remember Stephen Rhodes’ testimony that there was 
no regulation, they could charge any rate they wanted to and get all 
this money back that they lost when they put in rates almost for 
nothing. 

Senator O’Manoney. And may I add, Senator, the REA’s, all of 
these cooperatives borrowed money from the Government, were under 
close supervision in the management and expenditure of those funds, 
as close as the national banks are under the Controller of the Cur- 
rency. 

But these utility companies, these holding companies with which 
we are dealing here, operate in a dozen States sometimes, or more, 
and they are controlled, if at all, or regulated, if at all, by State 
commissioners which are so numerous that effective regulation is im- 
possible on the theory of Napoleon: if you divide, you conquer—and 
regulation in the public interest has been divided in order to conquer 
in this plan to kill public power and substitute private power through- 
out the country. 

Senator Lancer. Here you have got REA with an investment of 
$2,046 million. Yet this Hoover Task Force wouldn’t hear a single 
witness. . 

Not only wasn’t there anybody on this task force that is friendly to 
REA, but they were deliberatery picked to wreck it. 

And then when the representatives of these 900 co-ops, represent- 
ing several million of the American public, who have REA, just asked 
to be heard, they didn’t get any more chance of being heard than the 
Atomic Energy Commission gave when it refused to hear the TVA 
in this matter we are investigating. It is all part of the same pat- 
tern, Mr. Chairman. 

I would like to have you read the rest of it. 
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Mrs. Montier (reading) : 


These are but a few of the men who should be subpenaed. I have no doubt 
that you with your well deserved reputation for honesty, patriotism, and love 
for the un lerprivileged and helpless will as usual work and fight to get jus- 
tice and bring the bunch who have been secretly and cunningly working in 
the dark to stab the farmers, laborers, and small-business men in the back 
out into the broad daylight so that the American people will know the facts. 
The American people know you as one of their great champions for the right— 
an efficient, fearless champion who is unafraid and I pledge you my full co- 
operation both as a citizen and as a member of your subcommittee. 

It would please me very much if I might have an early answer to my request. 

With kind regards and best wishes, I am, 

Sincerely, 
WILLIAM LANGER. 

Senator Lancer. Mr. Chairman, I would like to make a motion that 
the chairman take this matter up and consider it in executive session 
with the subcommittee. 

I believe we ought to go into that as part and parcel of this entire 
program to wreck TVA, to wreck these rural cooperatives all over this 
country. 

Senator Kerauver. Senator O'Mahoney, I hope you won’t leave us 
for a minute. 

Senator Langer, the distinguished former chairman of the full 
Judiciary Committee and of the Monopoly and Antitrust Committee 
in the last Congress—his letter has been read into the record, much of 
which Senator O'Mahoney and the chairman are familar with. 

He has made a motion that the matter be considered by this subcom- 
mittee with reference to taking it up with the full Antimonopoly Com- 
mittee. 

If there is no objection, that motion will be agreed to. 

I think I should point out here that this committee of three is a 
task force or a subcommittee of the Monopoly Antitrust Committee, 
and I think it would be proper for this matter to be taken up with 
the larger committee. 

My personal feeling is—and I have been regretful that the hear- 
ing was not carried on some time back—my personal feeling is that 
there is much of this to be investigated. But it will be considered 
in executive committee by this task force. 

We thank the chairman, we thank Senator Langer for the letter 
and for bringing it to our attention. 

At this point ‘also I think we should include in the record the part 
from the President’s state of the Union message dealing with this 
proposition. What date was this? 

Mr. Keerre. January 21, 1954. It is the 1955 budget message. 

Senator Krrauver. It will be made a part of the record, 

(The document above referred to is as follows :) 


PRESIDENT’S BupGet MESSAGE 1955 


(P. M84) 


Although no appropriations are included in the 1955 budget for new power 
generation units by the Tennessee Valley Authority, expenditures will increase 
for continuation of construction of powerplants presently under way’, and for 
operation of powerplants after they are completed. Expenses for operation of 
flood-control, navigation, and fertilizer facilities will continue at about the 1954 
level. Expenditures for power and fertilizer operations are more than offset 


by the income from sales. In order to provide, with appropriate operating 
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reserves, for reasonable growth in industrial, municipal, and cooperative power 
loads in the area through the calendar year 1957, arrangements are being made 
to reduce, by the fall of 1957, existing committments of the Tennessee Valley 
Authority to the Atomic Energy Commission by 500,000 to 600,000 kilowatts. 
This would release the equivalent amount of Tennessee Valley Authority generat- 
ing capacity to meet increased load requirements of other consumers in the 
power system and at the same time eliminate the need for appropriating funds 
from the Treasury to finance additional generating units. In the event, however, 
that negotiations for furnishing these load requirements for the Atomic Energy 
Commission from other sources are not consummated as contemplated or new 
defense loads develop, the question of starting additional generating units by 
the Tennessee Valley Authority will be reconsidered. 

In order to carry out the power policy of this administration which requires 
an interest charge on the Federal investment in power facilities to reimburse 
the Treasury for the cost of providing funds, a proposal is being developed for 
submission to the Congress to provide that an adequate rate of interest be 
paid to the Treasury on public funds invested in power facilities of the Tennessee 
Valley Authority. For this purpose, I have requested that a study be under- 
taken by the agency in cooperation with other executive agencies. 

Senator Kerauver. Before we recess, Senator O’Mahoney has re- 
ceived a report of the cancellation of the Dixon-Yates contract. The 
report has come from the Senate that the contract has been canceled 
by the Attorney General or by the President, following a confer- 
ence of the Attorney General and also a White House conference with 
Mayor Tobey, the mayor of the city of Memphis, and with Major 
Allen, the president of the Light and Power Division of the govern- 
ment of the city of Memphis. 

It should be pointed out that today is the first time that the Presi- 
dent or anyone in an official capcity in this administration has asked 
to confer with the officials of the city of Memphis, presumably for 
whom this entire contract, this Dixon-Yates matter, was conceived. 

The fact that the matter relates to the city of Memphis and that 
the action of the city of Memphis has resulted in any action on the 
Dixon-Yates contract to me completely repudiates the original 
statements made by this administration that the Dixon- Yates con- 
tract had something to do with the Atomic Energy supply of power 
in Paducah. 

The idea that Memphis is going to build a steam plant makes it 
unnecessary for Dixon-Yates to go ) ahead, shows that the administra- 
tion knew that the power was for Me smphis by way of the TVA and 
not for the Atomic Energy Commission in the inception. 

I am glad the contract has been canceled because it was, in my opin- 
ion, an iniquitous contract. It is a relief to the taxpayer that it has 
been canceled. 

We have rumors that the administration will now try to isolate 
the city of Memphis by trying to make it solely responsible for its 
own power, that is, to prevent it from being integrated to any extent 
with the TYA system. Dixon-Yates was to have been integrated 
into the TVA system. 

Other power suppliers in the area are integrated; that is, when 
the TVA has an excess amount, they may take power; when they need 
some, they may buy some from the TVA. 

It would be an iniquitous thing unbecoming the Federal Govern- 
ment and unfair to the city of Memphis and to the users to try to 
punish it by making it solely responsible for its power supply ‘and 
refuse to allow it to be integrated. That is something, however, 
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about which I am not fully informed—what may have been worked 
out on this contract. 

But there have been reports about this intention around Washing- 
ton for the past few days. The cancellation of the contract, while 
a great relief to the taxpayers of the Nation, while it is good to get 
the Atomic Energy Commission out of something it had no business 
in, will have no effect upon these hearings. 

These hearings are in connection with another angle and another 
matter growing out of the Dixon-Yates contract which affect the 
opel ration of the Bureau of the Budget and the Atomic Energy Com- 
mission, and the question of whether representatives were brought 
in who represented a private corporation at the same time they were 
representing the Government of the United States. 

These hearings will continue at 10 o’clock in the morning. We ex- 
pect to get to the bottom of this entire matter even though we have to 
do it the hard way. 

I hope that after this inquiry is completed there may be some method 
whereby we will be able to go into some of these other matters which 
have been set forth by Senator Langer in his letter. 

Senator Lancer. Mr. Chairman, I want to warmly congratulate 
the distinguished chairman for his great success in having the Dixon- 
Yates contract canceled. 

Senator Kerauver. I appreciate what you have said, Senator 
Langer, but I don’t think that I deserve any particular credit. I think 
that many, many Senators, many, many Congressmen, many, many 
people, the TVA itself, the governors in the States in the valley, and 
I think the general unacceptance of the contract by the people of the 
Nation has resulted in its cancellation. 

Senator O’Manoney. Well, don’t forget that it was your tenacity 
of purpose in organizing the staff and this committee and insisting 
upon going to the very source of information that made the situation 
utterly untenable for the executive branch of the Government. 

Cancellation of the contract was forced by the revelation in a con- 
gressional hearing of facts which theretofore had been suppressed. 

I think this is only the first step, because a policy was established 
at the beginning of this administration, as Senator Langer has pointed 
out, which was intended to wreck the whole REA program, the whole 
system of public power, and to pass over to fiscal interests of holding 
companies the control of the pecduchions and distribution of the people's 
power developed from the rivers and streams of the Nation. 

I think that this first step must be considered only as a first step. 

We must find out what was the source of this drive, and we must 
follow it into every department of government. Unless we do that, 
we will be turning this Government back to Wall Street and taking it 
away from W ashington. 

Everything that has been done at this table, everything that has 
been done in the power policy which the Gover nment has been previ- 
ously following, has been done in the open. 

TVA, the Southern Power Administration, REA, were always under 
the full glare of the light of publicity on the tables of C ongress. The 
Members of C ongress knew what was going on. 

It was not until this administr: ation, through the advice of people 
who were not to be trusted, in my opinion, because of their i improper 
view of national policy, sought to reverse by Executive action and 
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action behind closed doors what they didn’t dare try to reverse by 
bringing a bill into Congress to repeal the REA and the other activities 
supporting public power-— 

Senator Kerauver. That is a very clear and correct statement, 
Senator O’Mahoney, from a man who has lived with this as a Member 
of the Senate for many, many years. 

Anything further, Senator Langer ? 

I want to say that whatever part this committee may take any credit 
for in bringing out the facts up to this point, I want to thank the 
members of this subcommittee. 

They have been very diligent, studious, helpful, acute, and I want to 
thank also Mr. Keeffe and the young men who have worked as counsel 
for the committee. They burned a lot of midnight oil. They have 
given tremendously of their time. We Senators don’t get very much 
chance to thank them for the part they play. 

The young men I am referring to are law students who are summer 
employees on the staff of the Senate Antitrust and Monopoly Subcom- 
mittee, and who were assigned by Senator Kilgore to assist in these 
hearings. They include: Stanley Cohen, Brookline, Mass., from 
Harvard Law School: Duncan McKee, Lawrenceville, N. J.. Duke 
Law School; Martin Oppenheimer, Vineland, N. J., Yale Law School; 
Jack Oswald, Wansau, Wis., Wisconsin Law School; Richard 
Schwartz, Mount Vernon, N. Y., Yale Law Se hool; John Shea, 
Rochester, N. Y., Cornell Law School : and Gary Stein, Irvington, 
N. J., Duke Law School. 

Senator Lancer. I am sure the chairman would include Sidney A. 
Davis, our former counsel. 

Senator Kerravuver. I certainly want to include Mr. Davis. He 
worked untiringly at practically no compensation. He is a great 
public servant, and I hope as time goes on we can unveil the facts w vhich 
Uthink the American people would want to know about. 

For that purpose of unveiling, we will continue our hearing here 
at 10 o’clock in the morning. 

(Whereupon, at 5:25 p. m., the subcommittee adjourned, to re- 
convene on Tuesday, July 12, 1955, at 10 a. m.) 
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TUESDAY, JULY 12, 1955 


Untrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MoNopPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
494, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), O’Mahoney, and Langer. 

Also present : Senator Gore; Arthur John Keeffe, assistant counsel ; 
Martin Oppenheimer, staff member. 

Senator Krerauver. The committee will come to order. I am sure 
Senator O’Mahoney will be here in just a very few minutes. I hope 
that we can make a little faster progress with our hearings. We want 
to bring out all the facts, but we haven’t been moving very fast, so 
we will try to get on today as fast as we can. 

We have interrupted the examination of Mr. Wenzell this morning 
for the purpose of hearing the testimony of Mr. J. S. Armstrong, the 
Chairman of the Securities and Exchange Commission, who has been 
invited to appear here. I don’t think that this part of the matter 
should take very long. 

Last July or August when this committee was looking into the 
so-called Dixon-Yates contract, Mr. Demmler, of the Securities and 
Exchange Commission, was before the committee, and we asked him 
and he agreed to certain matters that came up in connection with it in 
which the committee was interested and which was proper for him to 
do so, that he would keep the committee advised. 

We told him at that time that he would be called back for further 
questioning in all probability. Since that time Mr. Demmler has 
retired as Chairman of the SEC, and Mr. J. S. Armstrong is now the 
Chairman, so that is the reason Mr. Armstrong is here today. 

Mr. Armstrong, no one doubts your veracity or anything of that 
sort, but we have a general rule of this committee which ‘has been 
applied to Mr. Hughes and everyone else that all of our witnesses are 
sworn. You have no objection, I take it? 

Mr. Armstronea. Certainly not, Mr. Chairman. Shall I rise? 

Senator Kreravver. Yes, sir. Do you solemnly swear the testimony 
you give will be the whole truth, so help you God ? 

Mr. Armstrone. I do. 

Senator Kreravver. Mr. Armstrong, you have on your right Mr. Bill 
Timbers, the General Counsel for SEC, is that correct? 
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TESTIMONY OF J. SINCLAIR ARMSTRONG, CHAIRMAN, SECURITIES 
AND EXCHANGE COMMISSION, ACCOMPANIED BY WILLIAM H. 
TIMBERS, GENERAL COUNSEL, AND THOMAS G. MEEKER, ASSIST- 

ANT GENERAL COUNSEL 


Mr. Armstrone. Mr. William T. Timbers, our General Counsel, 
Mr. Chairman. 


Senator Kerauver. He has been away recently and only returned 
I believe last night, you said ? 

Mr. Armstrone. Yes, sir. I saw him the first time as we were 
leaving in the car just a minute ago. I haven’t had a chance to confer 
with him. 

Senator Krrauver. It is good to see him again. I know Mr. 
Timbers, too. 

Mr. Timpers. Thank you, Senator. 

Senator Keravuver. And your associate counsel is Mr. Thomas 
Meeker. 

Mr. Armstronc. Thomas G. Meeker, on my left. 

Senator Kerauver. Who has been advising with you on this matter. 

Mr. Armstrona. Yes, sir; since last Saturday night when I first 
learned that it might be your desire that I be here, Senator. 

Senator Krravuver. Now this matter has already been read into the 
record, but so we can all be brought up to date again today, I will 
ask Mr, Oppenheimer to read my letter to you of June 27, which I 
take it you received in due course. 

Mr. OrrENHEIMER (reading) : 

JUNE 27, 1955. 
Hon. J. S. ARMSTRONG, 
Chairman, Securities and Erchange Commission, 
Washington, D.C. 

Drar Mr. ARMSTRONG: When Chairman Demmler and other representatives 
were before the Antimonopoly Subcommittee last fall, it was understood that 
they would be called on for further information from time to time in connection 
with the Dixon-Yates financing. In line with that agreement I am writing you 
today. 

On Monday, June 13, representatives of the First Boston Corp. and Adolphe H. 
Wenzell, formerly a vice president of the corporation, were scheduled to testify 
before the SEC in connection with the financing plans of the Mississippi Valley 
Generating Co., better known as the Dixon-Yates contract. 

Without notice or explanation the Commission directed the trial examiner to 
suspend the taking of testimony. The hearings were later resumed on Thursday, 
June 16, still with no explanation as to the reason for the cancellation. 

I should like to inquire from you whether any request or representation was 
made to the Commission with respect to the suspension of the hearings. I should 
also like to inquire whether any representation was made to the Commission 
by any official or representative of the Government asking that the hearing 
scheduled for June 18 can be canceled, or whether such cancellation was dis- 
cussed by the Commission with any officials or representatives of any other 
branch of the Government. 

Sincerely, 
QSTES KEFAUVER. 

Senator Krravver. Then yesterday afternoon after the hearing, 
about 5:30, I had a reply from Mr. Armstrong, dated July 11, which 
T will ask you to read. 
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Mr. OpPpeNHEIMER (reading) : 


SECURITIES AND EXCHANGE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D. C., July 11, 1955. 
Hon. Estes KEFAUVER, 
United States Senate, Washington, D. C. 

DEAR SENATOR KEFAUVER: I acknowledge receipt of your letter of June 27, 
1955, in which you request certain information concerning the activities of the 
Securities and Exchange Commission in Connection with the debt-financing 
hearings upon the applications of Mississippi Valley Generating Co., Middle 
South Utilities, Inc., and Southern Co. The Commission is anxious to cooperate 
with you and your subcommittee. 

You are aware, I am sure, that these applications are still before the Com- 
mission for decision in the discharge of its administrative functions in a quasi- 
judicial proceeding. 

Inasmuch as the applications are still pending undetermined before this 
Commission, we do not believe that it would be consistent with the orderly 
conduct of the administrative processes of this agency to subject to concurrent 
congressional review the manner in which this Commission is discharging its 
quasi-judicial functions in this proceeding. This is in accordance with the 
position of the Commission set forth in the letter of the Commission dated 
October 20, 1954, to Hon. William Langer, then chairman of your subcommittee. 

Furthermore, this Commission is bound to respect the privileged and confi- 
dential nature of communications within the executive branch of the Govern- 
ment on the principles as set forth in the President’s letter of May 17, 1954, to 
the Secretary of Defense. 

In view of the position of the Commission in the matter, I trust that it will 
not be necessary for me to appear before the subcommittee at 10 a. m. tomorrow, 
July 12, as my office was advised by telephone this afternoon. 

Sincerely yours, 
J. SINCLAIR ARMSTRONG, Chairman, 


Senator Keravver. Then following that last night, Mr. Keeffe, our 
counsel, was in touch with you, Mr. Armstrong, and you said that you 
would like to have a further letter, further direction, in view of your 
letter relative to appearing, so this morning I wrote you a letter which 
I don’t know whether you have gotten, but I think it must have been 
read to you over the telephone. 

Mr. Armstrona. Yes; we have it right here. 

Senator Kerauver. I will ask Mr. Oppenheimer to read that. 

Mr. OprENHEIMER (reading) : 

JULY 12, 1955. 
Mr. J. SINCLATR ARMSTRONG, 
Chairman, Securities and Exchange Commission, 
Washington, D. C. 

Dear Mr. ARMSTRONG: Your letter arrived late yesterday afternoon after the 
hearing had been completed. We have given careful consideration to the points 
which you raise. 

Since there presumably is no pending case now before the Securities and Ex- 
change Commission, the contract having been canceled by order of the President, 
we, therefore, presume that your reticence about testifying before a congressional 
committee while a case is pending, no longer applies. 

The matters which the subcommittee wishes to examine you about are some 
of those set forth in my letter to you of June 27, to which your letter of yester- 
day was the only answer. We will, therefore, expect your presence before the 
subcommittee at 10 a. m. this morning. 

Sincerely, 
Estes Keratver, United States Senator. 


Mr. Armstrone. Mr. Chairman, at this point would it be appro- 
priate for me to make one observation about the letter which has 
just been read ? 


Senator Keravuver. Yes, sir. You can make any observation you 
want to. 
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Mr. Armstrone. I wanted you, Mr. Chairman, and your subcom- 
mittee to understand that my only purpose in requesting that a letter 
be given was merely for the files of the Commission to show that I 
wasn’t coming up here on a frolic of my own, and I quite understood 
from my conversation with counsel that I would be here, sir. It is 
merely for the files. 

Mr. Keerre. Yes, I want to confirm that. Mr. Armstrong ex- 
pressed a readiness and willingness to come here to testify. He asked 
for a letter from the Senator for his own protection and for the pro- 
tection for his fellow Commissioners. 

Mr. Armstronca. Thank you very much, sir. 

Senator Krravver. I think it is entirely proper for you to ask for 
another written communication asking you to come. So that gets us 
all here together. 

Mr. Armstrona. Yes, sir, and we are delighted to be here, sir, and 
to cooperate with you to the fullest extent that we can. 

Senator Krerauver. Well, we thank you very much. Mr. Arm- 
strong, sometime prior to—— 

Senator Lancer. I wonder could we get his background. 

Senator Krerauver. Senator Langer asks that you give your back- 
ground and what you did before you became a member of the Com- 
mission and when you were appointed and took over as Chairman 
of the Securities and Exchange Commission. 

Mr. Keerrr. Why don’t you start where vou went to college, and 
come forward, Mr. Armstrong? 

Senator Keravver. Just briefly, Mr. Armstrong. We don’t want 
any great details. 

Mr. Armsrrone. Senator Langer, starting from my college, I 
attended Harvard College in Cambridge, Mass., and graduated from 
the college in 1938. 

Then I attended the Harvard Law School and graduated from the 
law school in 1941. 

After that, being at the time a citizen of the State of New York, 
TI took and passed the New York State bar examination, but imme- 
diately after that I moved to the Middle West, and I have lived in 
Chicago, TIl., ever since. 

I passed the Illinois bar examination in September 1941, and was 
admitted on the 10th day of November in the Supreme Court of 
Illinois in Springfield, and I became employed by a Chicago law firm, 
Isham, Lincoln & Beale, and I was employed there for a period of 
approximately 314 years at which time I went into the Navy, and I 
served as a Reserve officer in the Navy for approximately a year and 
a half. I was on so-called special limited service in the Navy 
Department. 

I was assigned to the Office of the Assistant Secretary of the Navy 
in Washington, D. C. 

After that, sir, in 1946 I returned to Chicago and was again em- 
ployed by the firm of Isham, Lincoln & Beale. 

Senator Kerauver. I didn’t understand that firm name. 

Mr. Armstrone. Isham, Lincoln & Beale. The firm was founded 
by Robert T. Lincoln, the son of Abraham Lincoln, whose name the 
firm still bears, in 1872. 
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I was admitted to membership in the firm, a partnership, in January 
of 1950. In the spring or I believe perhaps I should say the sum- 
mer—— 

Senator Kerauver. You don’t need to go into so many details. 
Mr. Armsrronc. It was I believe in late June or early July I w 
nominated by the President to membership on the Securities aaa 
Exchange Commission, and I was confirmed, sir, and assumed office 
on the 16th day of July 1953. I have been in Washington ever since, 
serving in that capacity. On the 25th of May of this year, Senator, 
I received the designation by the President as Chairman of the 

Commission. 
Sentor Krravver. Any questions, Senator Langer ? 

Senator Lancer. No. I just wanted his background. I assume 
that the firm represented various utilities, Mr. Chairman ? 

Senator Keravver. Isham, Lincoln & Beale. Well, we will ask 
Mr. Armstrong about it. 

Mr. Armsrrone. I am sorry, sir. I didn’t hear the question. 

Senator Kerauver. Senator Langer wanted to know if your firm 
of Isham, Lincoln & Beale represented Insull or any of the utilities 
out in the Chicago area, 

Mr. ArmsrronG. The firm represented the Commonwealth Edison, 
but never at any time Insull, and I might mention, sir, that that was 
long before my time, the representation of Edison when Insull was 
chairman. 

All of this matter, sir, is contained in the testimony which I gave 
before the Banking and Currency Committee on the 3d day of July 
1953. It is set out in extenso. 

Senator Kerauver. That was the time you were up before the Senate 
for confirmation ¢ 

Mr. Armstrrone. Yes, sir. And I may say, sir, if you will indulge 
me, that I have absolutely no connection w ith Isham, Lincoln & Be: ule, 
and have had none since the date I assumed office, or with any other 
business. 

Senator Kerauver. Anything else, Senator Langer? 

Senator Lancer. That is all, thank you. 

Senator Krrauver. Now, Mr. Armstrong, I think you have had 
a good education and a good deal of experience. 

‘Mr. Armstrong. Thank you, sir. 

Senator Kerauver. The situation we want to ask you about is this. 
Prior to June 13 of this year, the House Appropriations Subcom- 
mittee, considering the Tennessee Valley Authority appropriation, 
had voted by a slight majority to strike out the budget request of the 
Bureau of the Budget for $614 million to build a transmission line 
across the Mississippi River at. Memphis for the purpose of linking 
a proposed Dixon-Yates steam plant at West Memphis, Ark., with 
the transmission system of the city, of Tennessee Valley Authority 
serving the city of Memphis, and the Appropriations Subcommittee, 
in str iking out this appropriation, had appropriated the same amount 
of money “to start construction of a so-called Fulton steam plant by 
the TVA north of Memphis. It was a matter in which long hearings 
were held before the subcommittee, and there was a great deal of 
interest in the matter. 

The administration’s position was strongly contended for and the 
other side was vigorous in its opposition. The full Appropriations 
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Subcommittee shortly before June 13 affirmed by a narrow vote the 
action of the subcommittee striking out the appropriations for the 
transmission line and appropriating $614 million for the commence- 
ment of the Fulton plant. The matter came up in the House early 
in the week beginning on June 13, scheduled to be voted on June 16 
on the floor of the House the first thing that morning. 

Prior to that time your Mr. Ewell, an examiner of the Securities 
and Exchange Commission, had day after day been hearing testimony 
of various witnesses, in connection with the case of the State of 
‘Tennessee in objecting to the bond financing plan of the Dixon- Yates 
group. We have several volumes of the testimony day after day 
prior to that time. 

On Monday, June 13, without prior notice to anyone, Mr. Ewell 
announced, and it was on that day that Mr. Wenzell was scheduled 
to testify, Mr. Ewell announced that by order of the Commission the 
hearings were suspended. No explanation was given. 

Efforts were made to find out what the explanation was. None were 
forthcoming. 

I wrote you on June 27 after announcement was made of the hearing 
here. Finally almost 2 weeks later on July 11 I havea letter from you. 

Now, sir, the question I want to ask you is did anyone in the execu- 
tive department of the Government communicate with you or with any 
member of the Commission in any way with reference to the post- 
ponement of this hearing? 

Mr. Armstrong. Senator, with the utmost respect to you and your 
fellow subcommittee members—— 

Mr. Krerre. Would you talk a little louder, Mr. Armstrong? 

Mr. Armstronac. With the utmost respect to you and your fellow 
subcommittee members and to the committee and the Senate, I must 
respectfully decline to answer your question on the grounds stated in 
the fourth paragraph of my letter to you of yesterday. 

Senator Krerauver. The fourth paragraph being “Further” 

Mr. Armstrone. Sir, this 

Senator Krerauver. Let’s read the fourth paragraph. 

Mr. Armstronc. Yes, Mr. Chairman. I was just about to do that. 
I didn’t mean to interrupt you. 

Senator Krravuver. All right, sir; you read it. 

Mr. Armstrone (reading) : 

Furthermore, this Commission is bound to respect the privileged and confiden- 


tial nature of communications within the executive branch of the Government 
on the principles as set forth in the President’s letter of May 17, 1954, to the 


Secretary of Defense. 

Senator Kreravuver. Then I take it, Mr. Armstrong, that your third 
paragraph, that inasmuch as the matter is now pending—and I want 
to say that we didn’t intend to ask you anything about your decision 
cr about any proposed decision on the merits of the case. 

I think it would be improper for anyone to ask you about that when 
a case is pending, but I take it that by referring to the fourth para- 
graph of the letter, that you now, inasmuch as the contract has been 
ordered canceled, do not feel that the third paragraph relative to the 
pendency of the matter of the financing is applicable. 

=e, ArmstronG. May I consult with my counsel for one moment, 
sir ? 
Senator Kerauver. Yes. 
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(The witness consulted with counsel.) 

Mr. ArmsrroneG. Senator, the facts which are stated in the third 
paragraph of my letter to you of yesterday are accurate as of the 
present time with respect to the proceedings pending in our Commis- 
sion on the debt financing of the Mississippi Valley Generating Co., 
but under the circumstance which you have alluded to I place my 
reliance, sir, on behalf of the Commission upon the grounds stated 
in the fourth paragraph. 

Senator Kerauver. Very well. We have that clear. 

And I want to say that we never intended, Mr. Armstrong, and 
it would be highly improper for this committee, to ask you how you 
are going to decide a case or how the case is coming and what your 
impression of it is. And so that is what the third paragraph is about. 

Now we have it clear that you rest your case on the fourth para- 
graph, to wit, that the Commission is bound to respect the privileged 
and confidential nature of communications within the executive branch 
of the Government on the principles as set forth in the President’s 
letter of May 17, 1954, to the Secretary of Defense—the Secretary of 
Defense—is that correct ? 

I think, to get the record complete, if you have that letter there—it 
tooks awfully long; suppose you just file it. This is the letter to 
Mr. Wilson; is that the situation ? 

Mr. ArmsrronG. Mr. Chairman, in response to your question, shall 
I read that letter? 

Senator Krrauver. Well, I don’t mind your reading it, except it 
00ks awfully long. 

Mr. Armsrrona. No, sir; itis not. It is not more than a page. It 
is only five paragraphs. 

Senator Krrauver. All right, then, read it. Who is this letter 
addressed to ? 

Mr. Armsrrone. Excuse me; may I defer that for just a moment? 

Senator Keravuver. All right, sir. 

Mr. Armstrrona. Perhaps it would be helpful to you, Mr. Chair- 
man, if I referred to a letter which the Securities and Exchange Com- 
mission sent to Senator Langer on October 20, 1954, when Senator 
Langer was chairman of the subcommittee, in which the letter which 
I referred to in my letter of June 11, that is to say, the letter of the 
President to the Secretary of Defense, was set forth in full. 

Senator Keravver. Well, you handle it in your own way. I don’t 
know; I haven’t seen the letter. 


Mr. Armstrong. The President’s letter to the Secretary of Defense 
read as follows: 
May 17, 1954. 
The Honorable the SECRETARY OF DEFENSE, 

Washington, D.C. 

DEAR Mr. SEcRETARY: It has long been recognized that to assist the Congress 
in achieving its legislative purposes every executive department or agency must, 
upon the request of a congressional committee, expeditiously furnish informa- 
tion relating to any matter within the jurisdiction of the committee, with cer- 
tain historical exceptions—some of which are pointed out in the attached memo- 
randum from the Attorney General. This administration has been and will 
continue to be diligent in following this principle. However, it is essential to 
the successful working of our system that the persons entrusted with power in 
any one of the three great branches of government shall not encroach upon 
the authority confided to the others. The ultimate responsibility for the con- 
duct of the executive branch rests with the President. 
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Within this constitutional framework each branch should cooperate fully 
with each other for the common good. However, throughout our history the 
President has withheld information whenever he found that what was sought 
was confidential or its disclosure would be incompatible with the public interest 
or jeopardize the safety of the Nation. 

Because it is essential ‘to efficient and effective administration that em- 
ployees of the executive branch be in a position to be completely candid in 
advising with each other on official matters, and because it is not in the 
public interest that any of their conversations or communications, or any 
documents or reproductions, concerning such advice be disclosed, you will 
instruct employees of your Department that in all of their appearances before 
the subcommittee of the Senate Committee on Government Operations regarding 
the inquiry now before it they are not to testify to any such conversations 
cr communications or to produce any such documents or reproductions. This 
principle must be maintained regardless of who would benefit by such disclosures. 

I direct this action so as to maintain the proper separation of powers between 
the executive and legislative branches of the Government in accordance with my 
responsibilities and duties under the Constitution. This separation is vital 
to preclude the exercise of arbitrary power by any branch of the Government. 

By this action I am not in any way restricting the testimony of such wit- 
nesses as to what occurred regarding any matters where the communication 
was directly between any of the principals in the controversy within the execu- 
tive branch on the one hand and a member of the subcommittee or its staff 
on the other. 

Sincerely, 
DwieHt D. EISENHOWER. 

Senator Krravuver. Do you have anything else you want to read? 

Mr. ArmstRoNG. Sir, not at the moment. I believe that is respon- 
sive to the question. 

Senator Kreravuver. Very well, Mr. Armstrong. 

Mr. Armstrone. It is intended to be fully responsive, sir. 

Senator Kerauver. Mr. Armstrong, the Securities and Exchange 
Commission is a statutory body, is it not? 

Mr. Armstrona. Yes, sir. It was created by the Securities Ex- 
change Act of 1934. 

Senator Keravuver. It exercises, as you have set forth in your letter, 
quasi-judicial functions, does it not ? 

Mr. Armstrona. I believe that is correct, Senator. 

Senator Keravuver. In other words, as a Commission you have hear- 
ings and you sit on the matter of the issuance of securities in a judicial 
matter, do you not? 

Mr. Armstrronc. Excuse me just a moment. 

(The witness consulted with counsel.) 

Mr. Armstronec. Yes, that is one of its functions. 

Senator Keravuver. And as a quasi-judicial body, the Securities 
and Exchange Commission must be free to administer the laws over 
which it has jurisdiction without interference from the Government 
on the one hand, or outside parties or anybody else, isn’t that correct, 
including the White House ? 

(The witness consulted with counsel. 

Senator Keravuver. Mr. Armstrong, I respectfully suggest, sir, that 
we don’t mind you conferring with ; your counsel, but ‘these are ele- 
mentary questions that I am asking you, and I should think as chair- 
man, if you want time to confer, we will take a recess. 


Mr. ArMsTRONG. Sir, that won’t be necessary, thank you. I think 
the answer to your question should go something like this 


Senator Krravver. Well, don’t let’s say “should go.” Just answer 
it as it is. 





POWER POLICY 333 


Mr. ArmMsrronc. The Commission has quasi-judicial functions, as 
I mentioned in my letter. It also has administrative functions. It is 
also possessed of certain legislative functions or functions of a legis- 
lative character. 

I think, sir, that it appears clear that the Commission is an adminis- 
trative agency in the executive branch of the Government by reason of 
the fact that under Reorganization Plan 10, it is subjected to control 
of the President. 

Senator Kerauver. Mr. Armstrong, I am asking you about the 
judicial part of the Securities and Exchange Commigsion, which I 
take it would be the hearing of evidence pro or con before an examiner 
or before the Commission on a controversy as to whether certain finane- 
ing ought to be approved. That is a judicial proceeding, is it not? 

Mr. ArmstronG. May I confer with my counsel, sir ? 

Senator Kerauver. Well, if you can’t answer that, 1 guess you had 
better confer with him. 

(The witness conferred with counsel.) 

Mr. ArmstronG. Senator, even though the hearing which takes 
place under the Holding Company Act is of a quasi- judicial nature, 
it takes place in this case under a hearing examiner, nevertheless to 
the extent that the head of the agency, the Chairman, may have con- 
versations with members of the executive branch of the Government, 
those pertain to the administrative functions of the agency and, hence, 
sir, | submit are within the privilege. L submit that most respect- 
fully. 

Senator Kerauver. Mr. Armstrong, I am not asking you about any 
conversations that you had as administrative officer of the SEC. I am 
asking about any conversations which you or any of your people may 
have had with the White House or with any other executive branch 
of the Government regarding the calling off of a hearing in which the 
SEC was acting in a judicial nature, where lawyers were present repre- 
senting each side, each tr ying to get a fair shake, each trying to present 
its viewpoint, at the very time when a judicial party should not be 
subjected to any influences one w ay or the other. Now that is what 
I am asking you about. 

Mr. ArmsrronG. Well, sir, I respectfully submit to you and the 
subcommittee that I must rely, and do, on behalf of the Commission, 
on the answer stated in the fourth paragraph of my letter to you of 
July 11. 

Senator Krrauver. Then are you taking the position, Mr. Arm- 
strong, that if a hearing examiner or members of the Commission 
were subject to bribery—I am not saying that you are, but just hypo- 
thetically—to influence either the person who is making an applica- 
tion for a financial plan, the executive part of the Government, Con- 
gress, any outside person, that you would not be in a position to come 
here and tell about it? 

Mr. Armstrong. I don’t believe that the answers that I have given 
would indicate that I was of that opinion, sir. Iam not. I am only 

asserting the privilege with respect to communications within the 
executive branch of the Government. 

Senator Krrauver. Well, I am not asking about communications 
in connection with your administrative agency, about who you hire, 
fire, who you employ. 

&5950—56—pt. 1 
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[am only asking you about communications, sir, in connection with 
your purely judic ial operation where a hearing ex caminer is trying to 

conduct a fair hearing. 

And I assume that. you would agree that a proceeding before an 
examiner should be one in which neither the Government on the one 
hand or the outside party on the other should bring any pressure or 
influence, wouldn’t you? Wouldn’t you agree that in a matter in 
which the interest of the Government might ‘be affected or the interest 
of Dixon and Yates on the outside or the interest of the State of Ten- 
nessee, that none of these parties should be in a position of influencing 
the conduct of that hearing? Would you agree to that? 

Mr. Armsrrona. Certainly. There was nothing, sir, in my answer 
that indicated that I felt there was any privilege that extended to any- 
one outside of the Government. 

Senator Keravver. Well, then, all I want you to do is to tell me that 
the Government did not have any hand in getting this hearing post- 
poned., 

Mr. Armstrong. Sir, I must again most respectfully rely upon the 
privilege which I have asserted. 

Senator Kerauver. Mr. Armstrong, think what you are doing, sir. 
What kind of situation do you place your Commission in and your 
examiners? Must they not be free to decide cases and to conduct their 
hearings on the merits without regard to some order you get from 
the White House? Just answer my question, please. 

Mr. Armsrrone. May I confer with counsel for one moment, please, 
Mr. Chairman ? 

Senator Kerauver. Very well. 

(The witness conferred with counsel. ) 

Mr. Armstronc. Mr. Chairman, the Commission has complete ad- 
ministrative power acting in its administrative capacity over the con- 
duct of hearings when they shall be scheduled and when they shall be 
terminated from time to time. That has nothing to do with influenc- 
ing decisions of hearing examiners. 

But the administrative and the judicial, Senator, the combinations 
of those legal capacities, are perhaps what my inartistic and halting 
means of expression is failing to convey to you. 

Senator Krerauver. No, I think I have e gotten it pretty cle: 

Mr. Armstrong. The Commission in its administrative ¢ toe a, sir, 
in my opinion, most respectfully submitted, must assert the privilege 
with respect to communications within the executive branch of the 
Government. 

Senator Kerauver. Mr. Armstrong, you are familiar of course with 
the old and well-known and well-accepted adage that justice long 
delayed is justice denied. . 

Do you conceive that it is not interfering with the judicial function 
cf your SEC Commission if the White House should order, to the 
inconvenience of parties in litigation, putting them to expense, a delay 
in hearings that might result in the denial of justice? 

Mr. Armsrronc. Sir, I have no negative answer to your question, 
but when you recited the chronology perhaps my ears failed me, but 
you mentioned that the hearing examiner was requested to adjourn 
the hearing for a short time, and I would like to sa Ly, sir, that the 
hearing was reconvened within several days. 
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Senator Krerauver. Yes; I want to get the record straight on that. 
The hearing was, without notice, without explanation, rec essed by Mr. 
Ewell, the examiner, when Mr. Wenzell appeared on Monday morn- 
ing June 13. The vote in the House of Representatives, isn’t that 
correct 

Mr. Armsrrone. I am not familiar with the House of Representa- 
tives. I will rely on you on that. 

Senator Kerauver. The vote in the House of Representatives came 
in the morning of June 16 under the previous order. At the sam 
time about, the vote in the House started, the hearings were re- 
convened. Of course, it was too late then to get the information 
about what Mr. Wenzell testified from the Securities and Exchange 
Commission up to those who were interested in the House of Repre- 
sentatives. 

Now you have the statement of the hearing examiner at the time he 
recessed the hearing. Will you read that, Mr. Armstrong? 

Mr. Armsrrona. I will ask, Mr. Chairman, if I may, to refer you 
to the place in the proceedings. 

Senator Kerauver. Monday, June 15. 

Mr. Armstrrona. Yes, sir. 

Senator Kerauver. Read what the hearing examiner said. 

Mr. Armstrrone. Excuse me just a moment, Mr. Chairman. 

(The witness consulted with counsel.) 

Mr. Armsrrone. Mr. Chairman, may I say, sir, at this point, that 
the transcript of the proceedings before the hearing examiner of the 


Commission in this case, it is my understanding, it has been available 
to the subcommittee and its staff, 


Senator Kerauver. Yes: that is right. 

Mr. Armstrona. And in reading this transcript, which is a matter 
of public record, may I say, sir, that I am not in any sense waiving 
the privileges claimed in my letter to you. This is purely a matter of 
public record. 

Senator Krravver. We understand, sir, that you are tenuously hold- 
ing to your privilege of not relating any orders, directions, or con- 
versations you had with anyone in the W hite House or in the executive 
branch. 

Mr. Armstrone. Or, sir, in the third paragraph of my letter, the 
conduct of the case entirely. 

Senator Kerauver. Just a moment. 

Mr. Armstronc. Excuse me. 

Senator Keravuver. If you don’t want to read it, I will read it. 

Mr. Armstrona. No, sir; I will read it. 

Senator Keravuver. I am not bound by the restraint you are. 

Mr. Armstrona. I will read it. 

Senator Keravuver. Very well, you read it. 

Mr. Armstrone. I just wanted to be clearly understood to be assert- 

ing both priveleges claimed in my letter. 

Senator Krravver. You rest your case on the fourth paragraph. 

Mr. Armstrona. And the third, sir. 

Senator Keravuver. Well, you are getting back to the third now as 
time goes on. 


Mr. ArMsTRoNc. Yes, sir; because this is within the area of the 


third. 
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Senator Kerauver. Then let me have it. I will read and that will 
save all the difficulty. 

Mr. Armstrone. Sir, I don’t want to inconvenience you. 

Senator Keravuver. I don’t wan’t to cause you any apprehension. 

Mr. Armstrona. It will be helpful because I am not sure just what 
it is you wish read. 

Senator Keravuver. All right, Mr. Armstrong. 

This is: 


IN THE MATTER OF: MISSISSIPPI VALLEY GENERATING Co. ET AL. 


File No. 70-3375, Room 189, SEC Building, Washington, D. C., Monday, 
June 18, 1955 


The above-entitled matter came on for further hearing, pursuant to adjourn- 
ment, at 10 a. m., before James G. Ewell, hearing examiner. 
(As heretofore noted.) 


PROCEEDINGS 


HEARING EXAMINER. We will come to order, please. 

Gentlemen, I would like to have the record show that I have just had a com- 
munication from the Commission to the following effect. It says: “The Commis- 
sion directs the hearing examiner to continue the hearing for a short period of 
time, subject to call by the Commission.” 

Mr. James. Mr. Examiner, may I ask: Does that mean we do go on with our 
hearing today? They don’t want the record closed at the conclusion of today’s 
hearing? 

HEARING EXAMINER. No. They don’t want it closed, but they want it continued 
or adjourned until, as I say, further call. 

Mr. Lester. For the convenience of one witness at least, who has come from 
New York for the hearing this morning, is your honor in any position to express 
some idea as to the length of the continuance? 

HEARING ExAMINER. No. The Commission merely said “for a short period of 
time.” 

Off the record. 

(Discussion off the record.) 

HEARING EXAMINER. On the record. 

Mr. Votre. Mr. Examiner, may we have the record show that in the event 
there is a meeting with the Commission with respect to this minute that counsel 
for the intervenors will be invited to such a meeting? 

HEARING EXAMINER. You are making a statement. I assume that would be 
done. 


And then follows Mr. Volpe’s attempts to find out and he even went 
so far as to file a petition before the Commission asking some explana- 
tion of why the hearings, every day up to this time having the wit- 
nesses there and with all the counsel there, why the hearing examiner 
on his own volition did not order the hearing continued. The Commis- 
sion took the very strange and extraordinary procedure of interfering 
with the hearing before an examiner, with everybody present ready to 
proceed. 

All I want to know is, did you receive any communication or did you 
talk with anyone in the White House, Mr. Hughes, Mr. Dodge, Mr. 
Sherman Adams, or Mr. Bernard Shanley, Mr. Brownell, or anyone 
else, first advising you that a vote was coming up in the House, a big 
administration matter in a close vote, that this testimony might affect 
what was going to go on on the Hill? 

That is all I am asking, just whether there was any interference with 
the hearing or not. 

Mr. Armsrrone. Senator, in response to your question, I again, with 
great respect to you and the subcommittee, rely on the privilege as- 
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serted in the fourth paragraph of my letter to you of July 11, and must 
respectfully decline to answer. 

However, I would like to say to you, Mr. Chairman, that in relying 
on that privilege, I believe the privilege extends to the question as you 
have asked it in the context that I do not mean to imply by asserting 
the privilege that there were any such conversations. 

Senator KEFavver. No, I know that. You just refuse to answer. 
But you do admit, Mr. Armstrong, it would be a very simple answer 
and a very simple ending to this matter if you were in a position to say 
“No, this Commission is entirely free and independent of any in- 
fluences in the Government or outside. I talked with no one about this 
case.” 

That would be a very easy ending to this whole inquiry, wouldn’t 
it? 

Mr. ArmsrronG. Sir, may I add an addendum to the answer to 
your previous question ? 

Senator Krerauver. Yes, sir. 

Mr. Armstrona. I wonder if you, sir, on your behalf would care 
to read or have someone read the observations made by the hearing 
examiner when the hearing was reconvened on June 16? 

Senator Keravver. We will read anything that you suggest here. 
Read it, Mr. Oppenheimer. 

What page? 

Mr. Armstrong. It is the opening on June 16. 

Senator Krravuver. Read what the examiner said. 

Mr. Kerrrrr. Senator, before that is read, my attention has been 
‘alled to the fact that Mr. Duncan R. Linsley of the First Boston 
was scheduled to testify on the morning of June 13. Mr. Adolphe 
Wenzell had been notified to testify in the afternoon of June 13, 
so that it is Linsley’s and Wenzell’s testimony that was to be expected 
on the 15th. 

Senator Kerauver. Read what the examiner said when he started on 
the 16th. 


Mr. Orrenuetmer. This is June 16, room 189, SEC Building, 
Washington, D.C.: 


HEARING EXAMINER. All right, gentlemen, let the record show that the hearing 
is reconvened in the matter of Mississippi Valley Generating Co., at Commission : 
File 70-3375. 

I note that Mr. Linsley is present, but before calling him as a witness, 
the Commission has requested me to read into the record its decision on certain 
procedural matters upon which action was taken during the recess of the 
hearing. 

The first motion was filed by Mr. Volpe. It is headed, I believe, “A Motion 
To Assure Development of an Adequate and Complete Record.” 

The Commission’s memorandum is as follows: “The motion requests that 
the Commission make available and place in the record of the proceedings the 
dates and names of participants in any discussions or communications between 
members of the Commission and its staff with representatives of the applicants 
and officials of other Government agencies and the text of any such communi- 
cation or memorandum or summary of such discussions with respect to the 
substantive questions involved in these proceedings. The motion recites that it is 
similar to one filed in the prior proceeding with respect to the above companies 
(file No. 70-3319) and refers to a memorandum submitted in support of the 
earlier motion. 

“The Commission having considered the motion and the memorandum re- 
ferred to therein, denied the motion on the grounds stated by the Commission 
as the basis for denying a similar motion filed in the earlier proceedings, namely, 
that the Commission has consistently held over years past that conversations 
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at prehearing conferences are not relevant and the introduction into the formal 
record of evidence of conversations at such conferences would unnecessarily 
burden the record and would impede the Commission’s administrative processes 
in the exercise of its proper function as an agency of the Government.” 


Senator Krravver. Is that the part, Mr. Armstrong, you are talking 
about ? 

Mr. Armstrrone. Sir, that is the first part of it. 

Senator Krerauver. Well, this seems to refer to colloquy between 
the lawyers. Do you feel this next part is pertinent, Mr. Armstrong? 
Do you want this read? I don’t know what it says. 

Mr. Armstrona. Yes, sir. 

Senator Kerauver. You want it read. Very well, let’s read it. 

Mr. OprENHEIMER (reading): 


That concludes that memorandum. 

The next one is headed, “Mississippi Valley Generating Co. et al., file No. 
70-3375,” re motions of State of Tennessee et al. for specification of additionat 
issues and further definition of issues and for dismissal of the proceedings, 
counsel for the State of Tennessee et al., having in the course of the hearings 
in the above matter presented a motion for specification of additional issues, 
and for further definition of the issues, in which it was requested that the 
Commission find on the basis of the present record that the obligations assumed 
or to be assumed by the operating subsidiaries of Middle South Utilities, Inc., 
and the Southern Co., under the backup and surplus power and intercompany 
agreements referred to in the above proceedings, constitute the issuance or sale 
of a security by such—— 


Senator Krerauver. Before we go on, this is several pages. Does 
that have anything to do with this, Mr. Armstrong / 

Mr. ArMsTrRONG. Yes, sir. 

Mr. OrreNHEIMER (continuing) : 


by such subsidiaries requiring additional filings under section 7 of the Public 
Utility Holding Company Act of such subsidiaries. Counsel also having moved 
that the proceedings herein be dismissed for failure to make additional filings 
on behalf of the subsidiaries in connection with the presentation of applicant’s 
case, which has heen completed, and having requested oral argument on the 
motions, counsel for the applicants having opposed the granting of the motions 
and they and counsel for the Division of Corporate Regulation having urged that 
disposition of the questions raised by the motions be deferred until the conclu- 
sions of the hearings and the submission of the case to the Commission for its 
decision. The Commission having duly considered the motion, and being of 
the view that the questions raised are of a nature that their determination 
should appropriately be made in connection with the Commission’s consideration 
of the case, following the completion of the hearings and posthearing procedures, 
the Commission concluded that action on the motion should be deferred until 
that time and denied oral argument.” 

I guess the next thing is to proceed with the taking of the testimony. 

Senator Keravuver. I don’t see that that has much pertinence to 
what we are trying to get at here, Mr. Armstrong. Anyway, it is in 
the record. 

Now let’s take it around the other way, Mr. Armstrong. You plead 
privilege and answer to the question as to whether anyone in the 
White House or in any executive agency of the Government. commu- 
nicated with you with reference to this fight on appropriations and 
with reference to continuing the hearing until it was too late to get 
the information to the House about what Mr. Linsley and Mr. Wenzell 
testified. You refuse to tell whether or not there was anything about 
that. 

Now did you or any member of the Commission, sir. communicate 
or tell anyone in the White House or in the executive branch of the 
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Government the status of this hearing before the examiner, and the 
fact that Mr. Linsley and Mr. W enzell were going to testify ¢ 2 

Mr. Armsrrona. I respectfully rely upon the claimed privilege, sir. 

Mr. Kerrre. I can’t hear you, Mr. Armstrong. 

Mr. Armsrrone. I respectfully rely upon the claimed privilege, sir. 

Senator Krravuver. You refuse to tell us, sir-——— 

Mr. ArmsrronG. Respectfully, sir. 

Senator Krrauver. Whether you reported to anyone the fact that 
Mr. Wenzell and Mr. Linsley were going to testify on that Monday ? 

Mr. Armstrone. With great respect, sir, I do claim the privilege. 

Senator Kerauver. Tell me, Mr. Armstrong, what could that possi- 
bly have to do with the hearing, I mean with the operation of the 
SEC, whether you told him who was going to testify ? 

Mr. ArmstrroncG. Excuse me just a moment, Senator. 

Senator Kerauver. Had not witnesses been subpenaed? Didn’t 
they subpena these witnesses / 

(The witness consulted with counsel. ) 

Mr. Keerre. I think we ought to have the witness’s answer. 

Mr. ArmstrronG. Iam sorry, Senator. Iam trying to formulate an 
answer. 

Mr. Kererre. If Mr. Timbers is to testify, he should testify. If you 
are going to testify, you should. 

Senator KErauven. May I call your attention to the fact, Mr. 
Armstrong, that on the 27th, as of the time you were called to come 
up here and testify, almost 2 weeks later you still hadn’t answered my 
letter, and you have been studying this thing, or I presumed you had. 
You don’t usually wait that long to answer a letter ? 

Mr. Armsrronc. Senator, I have explained, sir, and may I do it 
again, that our general counsel has been out of town on litigation 
appearing in the ‘Federal courts. 

Senator KErauver. W ell, you have a very able associate counsel with 
whom you have been conferring about the matter. 

Mr. Armstrong. And when I received a call from Keeffe at my 
house at 9:30 on Saturday evening, I endeavored to get in immediate 
touch with the general counsel. I wasn’t able to be in touch with him 
because he was out of town, until 10 Sunday evening. 

Senator Kerauver. You have confidence in Mr. Timbers, don’t 
you? 

Mr. Armstrone. I certainly do, sir. 

Senator Krrauver. You are an outstanding lawyer yourself. 

Mr. Armstrong. Oh, sir, you flatter me. 

Senator Kerauver. You have practiced a lot of law and graduated 
from a good law school. 

Mr. Armsrronc. With respect to Mr. Meeker, when it appeared on 
Sunday that because of Mr. Timbers being away on litigation that 
had been going on, and my not being able to reach him on Sund: ay, I 
communicated with Mr. Meeker and my own executive assistant, ‘the 
executive assistant to the Chairman, and asked them to find the status 
of the preparation in consideration of your letter to me and the prepa- 
ration of the reply. 

On Monday morning, that is yesterday, sir, those were brought to 
me, and I have been working diligently on them, sir, ever since. 

Senator Krerauver. Do you ordinar ily have to have such long con- 
ferences with your counsel to answer a Senator’s letter, sir? 
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Mr. ArmsrroneG. I should say to you that in my opinion a letter 
from a United States Senator is very important, and I do confer with 
counsel and the Commission does. 

Senator Krerauver. Every time you get a letter from a Senator? 

Mr. Armstrona. Yes, sir. 

Mr. Keerre. Mr. Armstrong, if the hearing examiner had not been 
asked to adjourn this hearing, and if the hearing examiner had con- 
ducted that hearing free from any interference, wouldn’t it have been 
very easy to have answered the letter of the Senator? 

Senator Krravver. All you need to do is say no. 

Mr. Keerre. All you would have to say, wouldn’t you, Mr. Arm- 
strong, would have been that the Securities and Exchange Commission 
was free from influence in deciding this either by representation from 
the Government or from the interested private parties ? 

Mr. Armstrone. Well now, Mr. Keeffe, just a minute. I didn’t 
understand that any question had been asked me with respect to com- 
munications from outside the Government. 

Senator Krrauver. That is right; this letter asked whether there 
was any interference with this hearing by anyone in the executive 
branch. 

Mr. ArmstronaG. In the executive branch? 

Senator Kerauver. Anyway then, we asked did you have com- 
munications with anyone in the White House, the Bureau of the 
Budget, or the Attorney General, and you claim the same privilege as 
you did before. 

Mr. Armstronc. With great respect; yes, sir. 

Mr. Keerrer. Going back, Mr. Armstrong, to that answer of yours, 
is it your position and is it the position of the Securities and Ex- 
change Commission that the Government is free to tamper with the 
judicial functions of the Commission to make representations to them, 
and that you are privileged to refuse to testify to it, although if rep- 
resentations were made by private citizens, you would testify? What 
difference does it make whether the Government makes representations 
or private parties? 

Mr. Armstronc. We haven’t made any such representations. 

Senator Kerauver. If Mr. Volpe, representing the State of Ten- 
nessee, had tried to use some undue influence on you and told you to do 
something 

Mr. Armstrone. Mr. Volpe did? 

Senator Kerauver. W oll, let us say Mr. V olpe or Mr. any other 
lawver—I am not saving he did. 

Mr. Armstrone. Of course not. 

Mr. Keerre. Mr. Volpe or Mr. Dean. 

Senator Kerauver. Well, let’s say Mr. Dean. 

Mr. Dran. May I say on behalf of Mr. Dean and the First Bos- 
ton Corp., we were disappointed Mr. Linsley was not permitted to 
testify, and we made no communications to the Securities and Ex- 
change Commission. 

Senator Keravver. It is quite apparent you had Mr. Linsley down 
here and you had Mr. Wenzell here and you all had to go back to New 
York. 

Mr. Dean. That is correct, Senator. 

Senator Kreravuver. And Mr. James, Attorney James, had some 
people here and he had to send them back to New York. The whole 
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thing was discommoded. Suppose an outstanding lawyer had had a 

ase before the hearing examiner, had undertaken to talk with you 
about the conduct of that case for some sinister purpose, would you 
claim the privilege on that? 

Mr. Armstrong. I wouldn’t talk to him. 

Senator Kerauver. Well, suppose he undertook to talk with you 
nonetheless and did talk with you, just caught you and talked with 
you. 

Mr. Krerre. You can’t claim any privilege but a fifth amendment 
one on that, can vou? 

Senator Kerauver. You wouldn’t claim the privilege on that? 

Mr. Armstrong. I think I have given a complete answer to it, Sen- 
ator. I wouldn’t talk to him. 

Senator Kerauver. Well, suppose he wrote you a letter and you got 
the letter; you couldn’t help getting the letter, making some improper 
suggestion or representation. Would you claim that you had the 
pr ivilege, that you are bound by some privilege not to reveal that to a 
congressional committee? 

Mr. Armstronc. Of course not, sir. This is a privilege that exists 
within the executive branch of the Government. 

Senator Kerauver. Well, then that gets to this very important point, 
Mr. Armstrong. Here we have parties to a proceeding. Should not 
one party have the same protection as the other party? Why should 
the Government, who in this case had an interest in trying to get this 
contract approved, be placed in a more protective position than some 
representative from the outside. Shouldn’t all parties be treated 
equally ? 

Mr. Armstrona. Sir, I submit with the utmost sincerity—— 

Senator Kerauver. Just answer my question. 

Mr. Armstrona. That the Securities and Exchange Commisison in 
its administration of its proceedings under the Holding Company 
Act, is administering those proceedings impartially and fairly to all 
litigants, to all parties, sir. 

Senator Krravver. Well, why should you be prohibited from tell- 
ing what influence the Government might have brought to bear on 
you in a case in which the Government had an interest, and at the 
same time be outraged if representations were made by an outside 
party to the same litigation and be perfectly willing to come up here 
and tell this committee about the outside party, but you won't tell 
about the Government? 

Mr. Armstrong. Sir, I respectfully submit that my answer is re- 
sponsive to that question claiming the privilege that exists within the 
executive branch as set forth in the fourth paragraph of my letter. 

Senator Keravver. Well, then, let’s get it clear. Then you would 
claim the privilege if it existed in the executive branch as to executive- 
branch communication or request, but would you not claim the privilege 
if it came from someone other than the executive branch, one of the 
parties to the litigation ? 

Mr. Armstrona. Sir, there is no privilege under the law in the lat- 
ter situation you mention that I know of. 

Senator Keravuver. Of course a privilege is only operative when 
you claim it, Mr. Armstrong, you appreciate that? 

Mr. Armstronea. Yes, sir. 

Senator Kerauver. Anybody has the right to waive the privilege. 
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Mr. Armstrona. And I claim it, sir. 

Senator Keravuver. We understand you claim it. 

Mr. Armstrona. Yes, sir. 

Mr. Keerre. Mr. Armstrong, have you been directed to claim the 
privilege today, or is this a decision of the Commission itself inde- 
pendently ? 

Mr. Armstrona. I think my answer covered that question, too. 

Mr. Keerre. Would you give it to me again because I don’t remem- 
ber that you have answered that question. 

Mr. Armstrona. My response to your question is 

(The witness consulted with Counsel.) 

Mr. Keerre. Please let. the witness give his own testimony, Mr. 
Timbers. If you want to testify, you can testify. 

Mr. Armstrong. He is the Counsel for the Commission. 

Senator Krrauver. Let the record show he is conferring with 
Counsel for the Commission, 

Mr. Trmpers. Thank you very much. I do appreciate your recog- 
nition there. 

(The witness consulted with counsel.) 

Mr. Armstrone. Mr. Chairman, this privilege which is asserted, 
sir, is a privilege claimed by the Commission, and I respectfully assert 
it in reference to Mr. Keeffe’s last question to me, with great respect. 

Senator Krrauver. Mr. Armstrong, you knew that Mr. Hughes 
asserted the privilege as to Mr. Wenzell’s report of September 1953, 
and then later on he withdrew the privilege and brought the report 
up or sent the report up here. So you can either claim the privilege 
or not claim it, and you are claiming it. 

Mr. Armstrona. With great respect to you, Mr. Chairman, and the 
subcommittee. 

Senator Kerauver. Then let’s get to another matter in connection 
with this, Mr. Armstrong. The letter you have read is to the Secre- 
tary of Defense, which is purely an executive agency under the 
President. 

The Securities and Exchange Commission is a quasi-judicial agency 
according to your testimony and according to your letter and accord- 
ing to the statute. The proceeding that we are inquiring about is 
interference, alleged interference, with the judicial work of the Securi- 
ties and Exchange Commission. 

Where in Mr. Wilson’s letter do you find any reference to the 
judicial work of a quasi-judicial agency ? 

(The witness consulted with counsel.) 

Senator Kerauver. That is the letter to Mr. Wilson. 

Mr. Armsrrone. Sir, in my testimony some moments ago I men- 
tioned that the Commission has administrative functions, and it is 
with respect to those administrative functions that the privilege per- 
tains. 

Senator Kerauver. Well, of course, we are talking about judicial 
functions. 

Mr. Armstrone. Schedule of the hearings and matters of that kind. 

Senator Kreravuver. Do you not appreciate that there is a marked 
difference between an agency that does purely administrative work 
under the President like the Secretary of Defense, and an agency that 
has a judicial duty and in that judicial duty it is its responsibility to 
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hold itself independent, free from influence whether from the Gov- 
ernment or from the outside? 

Do you not appreciate that there is a difference ? 

Mr. ArmstronG. Sir, I do, as I have testified, but the scheduling of 
hearings is the matter here, and it is an administrative matter. 

Senator Keravver. Might not the scheduling of hearings have very 
important bearings upon the outcome of cases # 

Mr. Armsrrone. I am not prepared to venture an opinion on that. 

Senator Kerauver. Might not hearings that are dragged out, post- 
poned, long delayed 

Mr. ArmsrronG. For 2 days, 3 days, from the 13th to the 16th? 

Senator Kerauver. I am just talking about the principle, sir. Of 
course the point here was that an important matter was taking place 
on the Hill. 

But if the executive department can interfere because an important 
vote was coming up on the Hill, and they didn’t want the Congressmen 
to know what Mr. Linsley and Mr. Wenzell were going to testify 
to, might not the Government also influence the outcome of a case by 
having you direct a hearing examiner, “Just drag your heels on this. 
Put the hearing off month after month, day after day. Take it 
slow”? 

Very often in these matters of financing, time is of the essence. If 
they cannot be approved within a reasonable time, approval or dis- 
approval, the issue may die; isn’t that true? 

So if your prine iple i is true, you still claim immunity, if the Govern- 
ment, if the executive department, directs you to schedule hearings 
so that justice will be long delayed and denied ? 

Mr. Armstrona. May I consult with my counsel, sir. That was a 
long question, if you will forgive me for character izing it. 

Senator Kerauver. I appreciate the fact that it is. You may con- 
sult with your counsel. 

(The witness consulted with counsel.) 

Mr. Armsrrona. Senator, Mr. Chairman, may I respond to that 
this way. The record in this case which has been made available or 
is available to your subcommittee and your staff in my opinion shows 
that this proceeding has been conducted by the Securities and Ex- 
change Commission in an expeditious manner, and I have claimed 
the privilege, sir, with respect to communications within the execu- 
tive branch of the Government, and I believe, sir, with great respect, 
that that is a full and complete response to your question. 

Senator Kerauver. Well, aside from the matter of cancellation 
of the hearing- 

Mr. ARMSTRONG. Sir, excuse me, the hearings were at no time 
canceled. 

Senator Kerauver. Well, I mean the continuation, the putting over 
of the hearings, that’s right, not limiting this to the matter of con- 
tinuing the hearings over from Monday “until Thursday, there were 
2 proceedings before the Securities and Exchange Commission, were 
there not, in this case, or had been, 1 on the equity capital for Dixon 
and Yates. 

Mr. Armstrone. Oh, I understand what you are referring to, sir. 
There have been, sir, yes, from our proceeding in the equity financing 
itself, it is my understanding that there has been an appeal taken to 
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the Court of Appeals for the District of Columbia, which is pending 
there. 

Senator Krrauver. The Commission sat en banc in hearing the 
— financing testimony ; did they not? 

Armstrona. Yes, sir. The record will show that. 

Suan Keravuver. Not talking about administrative matters as 
you claim, were there any representations made to you by anyone 
from the White House or any of the executive officers of the Govern- 
ment in connection with the equity proceedings, the first proceedings, 
the so-called equity proceedings before the Commission ? 

Mr. Armstrone. I respectfully submit, Mr. Chairman, the same 
claim of privilege. 

Senator Keravver. Then we come now to the examiner who is 
hearing the bonding finance plan. Were there any representations 
or suggestion made to you or to any member of the Commission or 
to the examiner in connection with the bond- financing proceedings 
from the executive branch of the Government ? 

Mr. ArmsrronG. May I respectfully give the same answer? 

Senator Krrauver. Yes, sir; you may if you want to. Very well. 

Now, Mr. Armstrong, we come to another little matter in connec- 
tion with this. You are aware, are you not, sir, that on August 18, 
1954, the press of the Nation carried a big story in connection with 
the Dixon-Yates matter from a White House press conference, and 
there was a great deal of fanfare followed with the release of so-called 
chronologies by the Atomic Energy Commission and the Budget 
Bureau. The President on August 18 was quoted in this manner: 

“He merely said that of course he approved the recommendations 
for his action and every single official action he took involving con- 
tractual relationships of the United States with anybody, and except 
when the question of national security was directly involved it was 
open to the public, and any one of you present may singly or in an 
investigative group go to the Bureau of the Budget and the Chief 
of the Atomic - Energy Commission and get the complete record from 
the inception of the idea to this very minute.” 

Now there is no national security involved in this mater, is there, 
Mr. Armstrong? I mean, in the proceedings before the Securities 
and Exchange Commission, is there any national security element 
involved, that is, for the defense of the Nation? 

(The witness consulted with counsel.) 

Mr. Armstronc. Sir, may I respectfully, in response to that ques- 
tion, refer you to the opinion of the Commission on the common- 
stock financing, which speaks for the Commission and discusses that 
very subject. May I also, sir, call your attention 

Senator Krravuver. If you want to file any opinion all right, but 
this was a proposal to issue bonds and stock for the purpose of 
financing a Mississippi Valley generating company which was going 
to build a steam plant to furnish electricity to the TVA, and par- 
ticularly the TV A’s obligation to the city of Memphis, and I think we 
can all see whether there was any national security involved there 
or not. 

But here, Mr. Armstrong, if you have a privilege, but the Pres- 
ident has changed his mind apparently, he wants to waive it, he 
doesn’t want any concealment. You read this, you know about this, 
don’t you ? 
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Mr. Armsrrona. Sir, we complied, I believe, with the directive in 
respect of furnishing material to this subcommittee on the com- 
mon-stock financing. It is my belief that all the papers on that were 
released to this committee, —" subcommittee. 

Senator Kerauver. Well, | am not asking you about the papers 
you sent to this Fever I am asking you about the very 
important matter whether you made represent: ations to anyone in the 
White House that Mr. Wenzell and Mr. Linsley were going to testify 
on August 13, whether anyone in the White House— 

Mr. Keerre. June 13. 

Senator Kerauver. I mean June 13. Whether anyone in the White 
louse interfered or spoke to you about having these hearings con- 
tinued over until the very day the vote was being taken in the House 
of Representatives. I am rot asking you about any papers. I am 
asking you about that very important—— 

Mr. Armstrone. Mr. Chairman, I must again respond to your ques- 
tion by respectfully claiming the privilege stated in the fourth para- 
graph of my letter to you of yesterday, sir. 

Senator Krerauver. Well, I think we understand one another well 
enough. 

Senator Langer, you have been here for all of this. Do you want 
to ask any questions ¢ 

Senator Lancer. No. I want to thank him for giving us his name. 

Senator Kerauver. Senator O’Mahoney, I am sorry we had to start 
with this witness before you came. I think yeu have been briefed 
about what has taken place. 

Senator O’Manonry. Mr. Chairman, I have not been briefed. I 
have had an opportunity to glance at the letter of Mr. Armstrong. 
T have had an opportunity to look at the law under which the SEC 
has been established. I shall try to get my briefing from Mr. 
Armstrong. 

You are Chairman of the SEC ¢ 

Mr. Armstrone. Yes, sir; and may I say, Senator O’Mahoney, that 
I consider you a great authority. T have read a great deal of the 
work that you were responsible for in TNEC matters. 

Senator O’Manoney. Thank you very much. Shall I purr now? 

Mr. Armstrong. Oh, no; it is not required, but when you refer to 
me as an authority, I can assure you it is a two-way street. 

Senator O’Manoney. You are the Chairman of this Commission ? 

Mr. Armsrrona. Yes, sir. 

Senator O’Manonry. What are your duties? 

Mr. Armstrong. I beg your pardon. 

Senator O’Manonry. What are your duties? What are your 
duties ? 

Mr. Armstrone. My duties? 

Senator O’Manonry. Yes, sir. 

Mr. Armstrona. Well, sir, the Commission administers the Securi- 
ties Act, the Securities Exchange Act, the Public Utility Holding 
Company Act. It has certain functions under chapter X of the Bank- 
ruptcy Act. It administers the Trust Indenture Act, the Investment 
Company Act, and the Investment Advisers Act. 

The duties of administering those acts of Congress are the duties 
of the Commission. I also, sir, have certain additional functions 
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imposed upon me as Chairman pursuant to Reorganization Plan No. 
10 of 1950. 

Senator O’Manonry. Duties imposed upon you by Reorganization 
Plan No. 10 are what are known as housekeeping duties; are they not ? 

Mr. Armstronea. Yes, sir; in part. I think that is ‘a fair charac- 
terization of part of the functions. 

Senator O’Manonry. Did that Reorganization Act give you power 
by taking any power away from the Commission as a whole, except 
to handle these housekeeping matters ? 

(The witness consulted with counsel.) 

Senator O’Manonery. Sir, do you wish to testify? Now look, you 
will be asked questions, sir. Don’t whisper anything. Tell us now 
what you were saying. 

Mr. Traerrs. I will be very glad to, Senator. May I say by way 
of preface that before you came in Senator Kefauver had accorded 
me the privilege as the General Counsel of the Commission of con- 
ferring with the Chairman, and if you don’t wish me to do so, I will 
be glad to follow your wishes. 

Senator O’Manronery. You may confer with him, but you may con- 
fer with him in the open. 

The trouble with this whole transaction is that there have been too 
many whisperings in corners and cubbyholes, and we are trying to 
lay it here on the table. The SEC was established by law of Congress 
under the Constitution. Its powers were defined by law. 

Senator Krrauver. Senator O’Mahoney, Mr. Timbers is the Gen- 
eral Counsel, and a few minutes ago they asked to confer, and I gave 
them the chance to confer. I think now ‘f they want to confer a little 
longer before answering your question we w ill- 

Senator O’Manoney. That is perfectly all right, but when I asked 
a question of the Chairman, if the General C ounsel wants to answer it, 
let him speak up publicly and answer it. Let him not whisper to the 
Chairman what his answer ought to be. 

Senator Kerauver. Yes; if a question is asked, let’s not have any 
whispering. If you want to confer, let’s say so and we will take 
time out. 

Mr. Traeers. Thank you, sir. 

Mr. Armsrrone. Mr. Chairman and Senator O’Mahoney, I can as- 
sure you that there is no whispering intentionally between Bill 
Timbers and me. I want to be sure that the answer that I give is 
accurate under the law, and he is my lawyer. I ama lawyer. 

- Senator O’Manonry. But vou are the Chairman of the SEC, sir. 

Mr. Armstronea. Yes, sir. 

Senator O’Manonry. And what we are trying to do is to find out 
what you have done and what you have not done in this connection. 

Mr. Armstrone. Yes, sir; I understand. 

Senator O’Manonery. You have the responsibility as Chairman of 
this Commission to do certain things. I was trying to determine the 
area in which you think you have been made independent, if you do so 
think, of the Commission as a whole by the Reorganization Plan 
of 1950. 

Mr. Armstronc. Well, I think, sir, broadly speaking, that the Reor- 
ganization Plan 10 of 1950 imposes upon or grants to, whatever the 


right words are, the Chairman of the Commission the administrative 
functions. 
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Senator O’Manoney. Not the policy functions. 

Mr. ArmsrroneG. Certainly not. 

Senator O’Manoney. Well, now under the administrative functions 
therefore, do you construe that you have the power to determine when 
the witness shall testify and when he shall not testify # 

Mr. Armstronea. I think, sir, that that is the type of administrative 
function which rests in the Commission still. 

Senator O’Manonry. And if the Commission has delegated to an 
examiner the duty of holding a hearing, calling witnesses and receiv- 
ing testimony, does the Commission or the Chairman have the right 
to “interrupt his orderly procedure ? 

Mr. Armstrone. The Commission, sir? 

Senator O’Manoney. In this instance? 

Mr. Armstrone. The Commission. 

Senator O’Manonry. In this instance, sir. 

Mr. Armsrrone. Ordinarily, sir. 

Senator O’Manoney. In this instance did the Commission as a 
whole decide to advise the hearing examiner that the witness should 

not appear on the day he was called # 

Mr. Armstrona. Sir, before you came in, Senator Kefauver, the 
chairman, was kind enough to read into the record the exact rulings 
of the Commission as stated by the hearing examiner. 

Senator Keravuver. Senator 0 Mahoney , it just says that Mr. Ewell 
said that he didn’t know the reason but he had been ordered by the 
Commission to suspend the endian ordered by the Commission. 

Senator O’Manonery. That is what I wanted to find out. 

Senator Kerauver. I don’t know whether they had a meeting to 
decide that. 

Mr. Kererrre. I believe the record states the hearing examiner was 
directed by the Commission to adjourn the hearing “from the 1 13th, 
when all parties were present and ready to go ahead. 

Mr. ArmsrronG. That is in the record; sir, yes. 

Senator O’Manonry. Now, is there such a record of the Com- 
mission ? 

Mr. Armstrong. Sir? 

Senator O’Manoney. Is there a record of the Commission ? 

Mr. Armstrrone. Commission minutes? 

Senator O’Manoney. Yes. 

Mr. Armsrrone. Yes, sir. The Commission keeps minutes of all 
its actions. 

Senator O’Manonry. Do you have those minutes here? 

Mr. Armstrrone. No, sir. 

Senator O’Manonry. Can you get them? 

Mr. Armsrrona. Sir, I believe that the minutes of the Commission 
have always been regarded as privileged, since the founding of the 
Commission in 19384. 

Senator O’Manoney. How did that come about ? 

Mr. Armsrrone. I am not learned enough to answer that question, 
Senator O’Mahoney. 

Senator O’Manoney. Well, I can tell you that, as a member of the 
Appropriations Committee for many years, this is the first time that 
[ have ever heard any member of any Commission created by Congress 
to assert before a committee that the minutes of the Commission were 
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reserved information that could not be revealed to the Congress of the 
United States. Do you take the position 

Mr. Armstronc. May I confer with Counsel on that, Senator 
O’Mahoney ? 

Senator O’Manoney. You certainly may. 

Mr. Armstrone. Thank you very much, sir, and there is nothing 
whispering or nothing in secret, I assure you, because I want to be 
sure that I furnish the correct answer. 

(Witness consulted with Counsel.) 

Mr. ArmsrronG. Senator O’Mahoney, I have conferred with my 
counsel, and may I answer your question now, sir? 

Senator O’Manoney. Is this your private counsel, sir? 

Mr. Armsrronec. I am awfully sorry. I have conferred with Com- 
mission Counsel; General Counsel to the Commission. 

I believe that the privilege with respect to the minutes of the 
Commission is a matter established by the courts of the United States. 

Secondly, with respect to the question you are now 

Senator O’Manoney. Mr. Counsel for the Commission, will you 
»lease cite any case in which the courts of the United States have 
ruled that the minutes of the SEC are secret from the Congress of 
the United States. 

Mr. Timsers. Senator, if I may answer you as directly as I can 

Mr. Keerre. Will you talk a little louder, Mr. Timbers ? 

Mr. TIMBErs. Very well, Mr. Keeffe. 

There are Commission regulations, a rule known as rule 122, I 
believe, under the Securities Act of 1933, and a corresponding rule 
under the Securities and Exchange Act of 1934, which expressly pro- 
hibit the Commission or any employee thereof from disclosing to 
anyone the minutes of the Commission—minutes, among other 
records—and that rule has been upheld uniformly by the courts. 

Senator O’Manonry. Cite me one case in which Congress was 
involved, the official Congress, a committee of Congress. 

Mr. TIMBERS. Senator, unfortunately, I am not that learned. I 
do not have the cases at my fingertips. ‘T will be glad to try to furnish 
it to you. 

Senator O’Manoney. Well, until you are that learned, sir, you can- 
not say before this hearing that the Commission has the right to keep 
secret from the Congress of the United States the minutes of its 
proceedings. 

Mr. Trvpers. May I complete my answer, with your permission, 

Senator ? 

Senator O’Manoney. Sure. 

Mr. Timpers. I do not believe it is my function as General Counsel, 
nor the function of the Chairman of the Commission, either, to assert 
that privilege with respect to the minutes or to waive it, assuming the 
privilege exists. 

That is for the Commission, and the Commission alone, to do. 

Now, I say, with the utmost-deference, that this question, or a ques- 
tion very similar to it, was raised by this committee when presided 
over by Senator Langer some months ago, with respect to certain 
documents in connection with the stock financing of the Dixon-Yates 
contract. 

After the hearings were concluded and after our quasi-judicial 
functions had been “discharged, had been exhausted, a great many 
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documents were furnished to this committee, even though they may 
have been privileged and confidential. The Commission, as a Com- 
mission 

Senator O’Manoney. Even though they may have been privileged 
and confidential ? 

Mr. Timpers. That’s right, sir. 

Senator O’Manoney. What confidential information can the SEC 
receive from any applicant before it? 

Mr. Trmpers. I think all information received, while it is acting in 
a judicial capacity, is privileged and confidential, and we have so 
asserted. 

Senator O’Manoney. Wasn’t the purpose of the SEC law to throw 
the stream of publicity and public light upon the financial transac- 
tions by which the people of the United States were being mulcted 
by privateers? Wasn’t that the purpose of the SEC? Isn’t it your 
duty as the SEC to protect the public ? 

Mr. Trupers. Protect the investors, Your Honor. 

Senator O’Manonry. To protect the investor, and through the in- 
vestor the public. The investor comes from the public. 

Mr. Trmeers. That is quite true. 

Mr. Armstrong. May I respond to the Senator? 

Senator O’Manoney. Of course, you may. 

Mr. Keerre. I can’t hear you. 

Senator O’Manonry. He wants to respond. Now, this is a case 
where he volunteers some testimony. Proceed. 

Mr. Armsrrona. The statutory purposes of these acts involve pro- 
tection of the investor, protection of the public interest. The Hold- 
ing Company Act refers to protection of consumer interest. 

Senator O’Manoney. Are not the records before your Commission 
public records? 

Mr. Armstrone. Certain records on file with our Commission, Sen- 
ator O’Mahoney, are not public records, and certain are. 

Senator O’Manoney. Now, what is the division, and where in the 
law do you find it? 

Mr. Armsrrone. Answering your first part by example, filings un- 
der section 14 of the Exchange Act—that 1s to say, in proxy matters— 
are confidential until released. 

I believe that there are provisions in the Securities Act, in the Ex- 
change Act, providing for confidential treatment. I would have to 
examine the statutes, sir, to give you the citations. But I would like, 
sir, if I may 

Senator O’Manoney. Well, then, where do you find—I will with- 
hold the question. 

Mr. Armstrong. I am fully in accord with your philosophy that 
we administer acts—so-called, the Truth in Securities Act. Truth 
in Securities, that is the popular designation of the Securities Act. 

And then, sir, let me say that our investigation files and reports are 
confidential. We have a very large law enforcement operation. A 
very large proportion of the work of the Commission is in investi- 
gating security frauds. ; 

Senator O’Manoney. Well, sir, there are all kinds of confidential 
communications, but what we are discussing here is not the confi- 
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dential nature of an application filed with the SEC from some pos- 
sible competitor. That is not the issue before us at all. 

We are not discussing the propriety of a regulation which forbids 
a member of the personnel of the SEC to reveal any of the material 
in the files of the SEC. That is perfectly sound and correct. 

What we are considering here is the position of the chairman of 
a commission called before a duly constituted committee of Congress, 
the body which, under the Constitution, has the sole power of making 
the law, and it directs a question to you with respect to the manner 
in which this law is being administered. 

Do you or your counsel claim for any moment that you have any 

right to establish an iron curtain behind which the Congress may 
not go? 

Mr. Armstrong. Sir, with respect to the privilege which I have, 
with great deference to this committee and the Senate, claimed in the 
fourth paragraph of my letter, I believe that the privilege is estab- 
lished in law, and I do, with great respect, Senator O’Mahoney, 
claim it. 

Now, with respect to Commission minutes, let me say to you in fur- 
ther extension of Mr. Timbers’ observation, the Commission minutes 
of the records of the Commission meetings, so far as I know, are re- 
garded as confidential and privileged, and I, sir, as the Chairman, am 
in no position to waive that privilege. 

Senator O’Manoney. As against a congressional committee acting 
with the power of the C onstitution ? 

Mr. Armstrong. Sir, if the Commission were—— 

Senator O’Manonry. Now be careful. 

Mr. Timpers. The distinction is between the Commission and the 
Chairman, Senator. 

Mr. Armstrone. If the privilege were to be waived, it would have 
to be waived by the Commission, of which I am only one member. 

Senator O’Manoney. Do I understand, therefore, that the posi- 
tion which you and your counsel now take is that a communi- 
cation 

Mr. Armstrronc. The Commission’s Counsel. 

Senator O’Manonry. The Commission’s counsel. Thank you for 
the correction. We have, therefore, the Commission’s Counsel 

Mr. Armstrrone. Yes, sir. 

Senator O’Manoney. And the Chairman of the Commission before 
us, and your contention now is that you, as the Chairman of this 
Commission, may receive communications which are of a confidential 
nature, which may not be revealed to a constituted committee of Con- 
gress, but that the Commission could lift that ban of secrecy. Is 
that your position ? 

Mr. Armsrronc. Well, sir, I think I can explain it by saying 
this 











Senator O’Manoney. Well, now, please answer the question. Is 
that your position ? 

Mr. Trmpers. I can answer it very simply, Senator, if you want 
me to. 

Senator O’Manoney. Yes, sir. 

Mr. Trweers. I think you were directing the question to me. The 
answer is “Yes.” 
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Senator O’Manonry. That the Commission can overrule the Chair- 
man ¢ 

Mr. Trmpers. No. The Commission is the only body or party with 
the power, legal power, to waive the privilege which exists in the 
public interest, and if it waives the privilege, it waives it in the public 
interest. It has done so, and has done so many, many times in deal- 
ing with committees of Congress, such as your own, and with the 
courts. 

But I have no power to do that, and I am sure that Mr. Armstrong 
would be the first to agree with me on that. 

Senator O’Manoney. W ell, what I want to know, and your answer 
seems to be an explicit “yes, > the Chairman had directed our atten- 
tion to paragraph 4 of his letter 


Furthermore, this Commission— 





this Commission 

Mr. ArmsrronG. That’s right. 

Senator O’Manonry (continuing) : 
is bound to respect the privileged and confidential nature of communications 
within the executive branch of the Government on the principles as set forth 
in the President’s letter of May 17, 1954, to the Secretary of Defense. 

Do you mean by your answers that we can subpena the members 
of the Commission up here and ask them to overrule this plea of 
privilege, and that they have the power to do it 

Mr. Timpers. I think the answer is that would not be necessary, 
Senator. If you wish to address a request to the Commission to con- 
sider waiving the privilege, the Commission will do it—will consider 
that matter. 

Senator O’Manoney. You said “will do it,” and now, “will con- 
sider.” 

Mr. Timers. Will consider whether or not to exercise the power. 

Mr. Armstrong. That’s right. 

Mr. Timers. And if you w: ‘ant any member of the Commission here, 
I can assure you, as General Counsel, they will be here voluntarily, 
You don’t have to subpena them. 

Mr. Armsrrona. I would like to emphasize that, Senator 
O’Mahoney. The cooperation with the committees of the Congress 
which the Securities and Exchange Commission shows would make— 
I speak now on behalf of all of us—the idea of your feeling it necessary 
to send a subpena perfectly abhorrent. As I told Mr. Keeffe last night 
at 10 o'clock 

Senator O’Manonry. Well, I am awfully glad to have you say 
that. 

Mr. Armstrronc. Why, certainly. He said, “Do you need a letter 
from the chairman of the subcommittee before you come over?” And 
I said, “Of course not.” 

Senator O’Manonrey. Well, you see the reason that I used that 
word. I am very glad that you are displaying this attitude of 
readiness to appear before the committee without the subpena. 

Mr. Armstrong. Why, certainly. 

Senator O’Manoney. This paragraph is an expression of your 
personal feeling as chairman, although you say, “this Commission.” 

Mr. Armstrong. This is an expression on behalf of the Commission, 
Senator O'Mahoney. 
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Senator O’Manoney. Has the Commission met on this? Your 
counsel nods his head. What is your answer ? 

Mr. Armstronc. The Commission spent a very large part of yes- 
terday discussing the matter. 

Senator O’Manoney. The Commission spent a large part of yes- 
terday discussing the matter? 

The letter from Senator Kefauver was dated June 27, and on the 
10th of July or the 11th of July you spent a large part of the day 
discussing whether or not you would reply ? 

Mr. Armstronc. Well, may I correct my former answer? 

Senator O’Manoney. Why, yes, of course. 

Mr. Armstrong. Strike the word “large.” 

Senator O’Manoney. Well, what part of the day did the Com- 
mission spend ? 

Mr. Armstronc. May I consult with Counsel for just a moment? 

Senator O’Manoney. Of course. 

(Witness consulted with Counsel.) 

Mr. Armstrone. Senator, we had a litigated matter before the Com- 
mission yesterday afternoon. From time to time, during the course 
of the afternoon, this matter also was discussed. When that litigated 
matter was terminated, this matter was discussed. 

Senator O’Manoney. Well, did you spend 5 minutes on it? 

Mr. Armstrone. Oh, goodness, more than that. 

Mr. Keerrr. Can’t hear you, Mr. Armstrong. 

Senator O’Manoney. He said “more than that.” Did you spend 
an hour on it? 

Mr. Armstrone. Oh, yes. 

Senator O’Manonry. Did you spend 3 hours on it? 

Mr. Armstrone. No. 

Senator O’Manonery. When did you first read the letter of June 27? 

Mr. Armsrrone. Sir? 

Senator O’Manonry. When did you first read the letter of June 27, 
addressed to you by Senator Kefauver ? 

Mr. Armstrona. The letter bears the chairman’s office “received” 
stamp June 28, 1955. 

Senator O’Manoney. I beg your pardon, sir? 

Mr. Armstrona. The letter bears the chairman’s office “received” 
stamp June 28, 1955. There is no time indicated when it was received 
in the Commission. 

Senator O’Manonry. It was received the day after it was dated ? 

Mr. Armstrone. Yes, sir. And discussed briefly by me with the 
General Counsel. 

Senator O’Manoney. That day? 

Mr. Armstrone. I can’t remember whether it was that day or the 
next. Assoon as I received it, it was referred to him. 

As I mentioned before you came in, Senator O’Mahoney, the Gen- 
eral Counsel has been out of the city on various litigated matters, 
court cases in which he is representing the Commission before the 
courts in other States out of town. 

And I can’t remember, sir, whether you were here or not, but it 
came back to me from his office, he being still out of town. I came 
back to the Associate General Counsel, Mr. Meeker, on my left, 
ig = the call that I had had about 9 o’clock Saturday night from 
Mr. Keeffe. 
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Mr. Kererre. Didn’t you tell me Saturday night, Mr. Armstrong, 
that you had never seen the letter? 

Mr. ArmstroncG. Well, if I told you that—and I am not suggesting 
that I didn’t—I would point out to you that I was speaking from 
memory. I wouldn’t be prepared to deny that I had seen it, because 
I believe I did see it, and was at the time aware that this letter 
had come in and that it should go down to the General Counsel, in 
accordance with our routine for handling letters of this kind. 

And that is clearly evidenced, but I asked you what the questions 
were because I couldn’t remember them, on Saturday night at 9 o’clock. 

Senator O’Manoney. The letter recites—I will read two para- 
graphs: 

On Monday, June 13, representatives of the First Boston Corp. and Adolphe 
H. Wenzell, formerly a vice president of the corporation, were scheduled to 
testify before the SEC in connection with the financing plans of the Mississippi 
Valley Generating Co., better known as the Dixon-Yates contract. 

Without notice or explanation the Commission directed the trial examiner to 
suspend the taking of testimony. The hearings were later resumed on Thursday, 
June 16, still with no explanation as to the reason for the cancellation. 

Did those two paragraphs make any deep impression upon you? 

Mr. Armstrone. Sir, I respectfully submit that the answer that I 
just gave is responsive to that. 

When I spoke with Mr. Keeffe, when he called me at 9 o’clock last 
Saturday night, they had made an impression which was not clear 
in my mind because I had referred the matter down to the General 
Counsel. 

Senator O’Manoney. Let’s see what you did. Now, you say that 
the letter bears the received date of June 28? 

Mr. Armstronea. Yes, sir. 

Senator O’Manoney. And immediately you took some action about 
it. You had discussion with the General Counsel. 

Mr. Armsrrona. Very brief. 

Senator O’Manoney. How brief? 

Mr. Armstrrone. Very. 

Senator O’Manoney. Will you tell us what that discussion was? 

Mr. Armsrrone. I believe it was no more—and I have no direct 
recollection of it, sir. I don’t recollect what was said, but I believe 
that it was a letter from Senator Kefauver which I was sending 
down. 

Senator O’Manoney. That is all you said? 

Mr. Armstrone. Well, I can’t testify to it, sir, because I don’t 
remember, but I believe that is what I said, and it is what I would 
be likely to say in similar circumstances. 

Senator O’Manonry. Did you ask him to prepare an answer? 

Mr. Armstronc. Certainly, sir. That is his job. Would he study 
it and prepare a reply, draft reply. 

Senator O’Manoney. Did you suggest to him any of the contents 
which should be in the letter ? : 

Mr. Armstrone. Well, if I did, sir, I don’t remember. 

Senator O’Manonry. Would you say that you did not? 

Mr. Armstrone. No; I can’t say that, sir, but I honestly don’t 
remember, because it was a very, very fast operation. ’ 

Senator O’Manonry. When did you next hear from 

Mr. Armstrone. I might say—I am sorry, I didn’t mean to inter- 
rupt you. 
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Senator O’Manoney. Oh, yes, you did. Will you please read my 
question ? 

(Question read.) 

(Witness consulted with counsel.) 

Mr. Armstrronc. I am puzzled, Senator O’Ma-ho-ney. 

Senator O’Manoney. Don’t call me O’Ma-ho-ney. This will get 
tough if you do. 

Mr. Armstronc. Did I call you O’Ma-ho-ney ? 

Senator O’Manonry. You did. 


Mr. Armstrong. I beg your pardon. The chairman called me 
Linsley. 


, Senator O’M4nonery. Well, I think he should have apologized for 
that. 

Mr. ArmstronG. He did, very graciously, Senator, and I apologize 
for mispronouncing your name. 

Senator O’Manoney. All right. Now, let’s see what the answer 
is. I have my watch on you and your counsel during your confer- 
ence, which lasted exactly 214 minutes while you were try ing to deter- 
mine what you interrupted me to say. 

Mr. Armstronc. Well, I was thinking about an entirely unrelated 
matter, sir; that had nothing to do with this. 

Senator KEravver. Well, where are we, Senator O’Mahoney ? 

Senator O’Manoney. I am trying to find where Mr. Armstrong is, 
and he doesn’t seem to know. 

Mr. ArMsTRONG. Well, specifically, Senator, may I say this, and 
this is what I was thinking about. 

If my memory is correct—and it is a question of checking dates 
because I don’t know whether it is or not—I testified before the 
Subcommittee on Securities, Insurance, and Banking of the Senate 
Banking and Currency, and I think that was on the 27th. 

The following day, which would be the 28th, which appears to be 
the date this came in, there were many, many t ings going on in the 
Commission, and I was engaged in many things in connection with 
the testimony which I had given in discussions “with the Commission 
on Senator Fulbright’s bill, which was the subject of that testimony. 

Now, those are the things that were principally in my mind, and I 
was trying to think, w ell, just to put it very frankly, I was saying 
to myself, ““Sinclair, where were you on the 28th?” because I was all 
wrapped up in that Fulbright bill. My recollection of this thing, 
sir, 1s, “Get it off my desk ; down to the general counsel.” 

And that is with no lack of respect to the Senator, because it was a 
matter that was to be put in routine, and I don’t have specific recol- 
lections of it from there on, until the time that Mr. Keeffe called me 
on the telephone Saturday night. And I think, Mr. Keeffe, didn’t I 
indicate to you a kind of lack of recollection of what that situation was 
and what the letter had said ? 

Mr. Keerre. My recollection is you said you hadn’t even seen the 
letter, and that you didn’t patie what it was about, and you would 
have to find out with whom it w 

Mr. Armstronc. That was a fault of recollection at that time. 

Senator O’Manonry. Now, let me read you the first sentence of the 
last paragraph. This is Senator Kefauver: 


I should like to inquire from you whether any request or representation was 
made to the Commission with respect to the suspension of the hearings. 
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Now, you knew at that time whether or not the Commission 
taken any action; did you not? 

Mr. Armstrone. With respect to the hearings? 

Senator O’Manoney. Suspending the hearing. 

Mr. Armsrrona. Sir, that is a matter of record. Certainly. 

Senator O’Manonry. You knew that? 

Mr. Armstrone. It is a matter of record. 

Senator O’Manonry. It has been read here today. 

Mr. Armstrone. That’s right. 

Senator O’Manoney. Did you have any question in your mind at 
that time as to whether or not you should answer that? You treated 
this as a routine matter. You say to us now you passed it on to the 
general counsel and you just said, “Prepare a response.” That is 
your testimony now ? 

Mr. Armstrone. Yes, sir; that is my testimony. 

Senator O’Manoney. So that there was no question in your mind 
then about answering the question. You didn’t think it very im- 
portant ? 

Mr. Armstrone. I didn’t take time to consider it until such time as 
I would have a recommendation from the general counsel’s office 
that could be presented to the Commission for discussion. That is 
our routine. 

Senator O’Manonry. When did the importance of this question 
dawn on you? Was it the general counsel who told you, “Don’t 
answer it”? Did he tell you not to answer it ? 

Mr. Armstrone. Sir, all letters—and I am not begging the ques- 
tion—that come from Congress are important. If I may say so, with 
great, deference to the chairman, equally important. All this mail 
that goes through the Chairman’s office is important. 

Senator O’Manoney. Of course it is important. 

Mr. Armstrrone. There is no lack of importance about this. 

Senator O’Manoney. The Government cannot operate unless Con- 
gress and the executive branches cooperate. 

Mr. Armsrrone. Yes, sir; that is absolutely right. 

Senator O’Manoney. You recognize that. And I am asking you, 
sir, did the counsel of the Commission advise you not to answer? 

Mr. Armstrone. May I consult with him for a moment? 

Senator O’Manoney. Certainly. 

(The witness consulted with counsel.) 

Mr. Armstronc. Senator O’Mahoney, may I say this, and I have 
refreshed my recollection in talking with the General Counsel. 

Mr. Keerre. We can’t hear you, Mr. Armstrong. Will you try to 
keep your voice up? 

Mr. Armstronc. I am awfully sorry. I have had to refresh my 
recollection, sir. And Mr. Timbers advises me that he mentioned to 
me that it was important that this letter be responded to. 

He also refreshed my recollection that he had told me it involved 
questions of privilege which were of great importance to the Com- 
mission. 

And I may say to you, Mr. Keeffe, that when I talked with you on 
the telephone responsive to your call to me at 9 o’clock Saturday night, 
I did not recall that, and I have no specific recollection of it now except 
to the extent that my mind is—— 

Senator O’Manoney. You didn’t recall it a half hour ago? 
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Mr. ArmsrronG. That is correct. I have had to be refreshed, 
Senator O’Mahoney. 

Senator O’Manonry. May I ask you, sir, why you did not refresh 
his recollection at the time I asked him the question to which he 
responded that it was a routine matter, and he just tossed it over to 
you ? 

Mr. Armstrone. I didn’t mean to minimize its importance. I was 
describing the routine, sir, in the Chairman’s office. 

Senator O’Manoney. I know. I am not implying that you sought 
to minimize its importance at all. 

I am merely recalling to the memory of the General Counsel of 
the Commission that what you testified here within the half hour was 
that you thought very little of the matter. It was a routine matter. 
It was a letter from Congress. It had to be answered, and you sent 
it over to him for him to answer. 

Mr. Armstrone. No, sir. 

Senator O’Manoney. You didn’t tell him anything about it? 

Mr. Armstrronea. No, sir. Excuse me, I said, “Prepare a draft of 
reply to bring up to the Commission.” 

Senator O’Manoney. Allright. That is not exactly what you said, 
but I will accept it. 

Now, what I want to know is, What is your recollection, Mr. Gen- 
eral Counsel of the Commission, of the conversation that you had with 
the Chairman ? 

Mr. Trmpers. To the best of my recollection, Senator—and I want 
to be very careful, if I may, not to, as Counsel, breach whatever confi- 
dential relationship there may be between the Chairman of the Com- 
mission and myself on this matter, but assuming it meets with the 
approval of the Chairman, who is with me here, I can tell you very 
simply. 

We met immediately upon the receipt of this letter. 

Senator O’Manoney. You met? 

Mr. Timper. That is correct. I conferred with the Chairman 
briefly and immediately. 

Senator O’Manonery. But you met. The inference from the Chair- 
man was that he talked to you on the telephone. 

Mr. Timpers. I didn’t understand it to be such, and I don’t recall 
it to be such, Senator. 

Senator O’Manoney. The record will show. 

Mr. Trmpers. Very well. 

Mr. Keerre. What do you mean by “we,” Mr. Timbers? The whole 
Commission, or just Mr. Armstrong? 

Mr. Trupers. Mr. Armstrong and myself. The short of it is we 
recognized this as one further step in the relations between this sub- 
committee and our Commission that date back some months. 

And I think you will agree, I think the record is very clear on it, 
that this Commission has cooperated to the fullest degree with this 
committee in letting it have a great many documents that might other- 
wise be withheld, but once our judicial function had been exhausted, 
we thought it was in the public interest that this committee should 
have it. 

And my approach to Mr. Armstrong, to be very frank to you, when 
this letter came in, and with which he concurred fully, was that we 
wanted to be just as cooperative, just as frank, just as full in our dis- 
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closure to this committee as we possibly could, consistent with our 
responsibilities as an agency of the executive branch of the Govern- 
ment. 

That involved, Senator, as I am sure you appreciate, a question of 
considerable importance of some delicacy, questions of the assertion of 
governmental privilege, waiver, confidential relations. 

And I speak with some feeling when I say that we do not intend 
in this agency, as long as I am General Counsel of it, and I am sure 
as long as Mr. Armstrong is the Chairman of it, lightly to assert 
such privilege. 

But in the context of this entire matter and in the light of the 
statements by the President of the United States at press conference es 
which are a matter of public record and available to this Commission, 
in light of the instructions by the President to the Director of the 
Budget, obviously the letter from Senator Kefauver raised serious 
questions. Those had to be delicately handled. They were 

Senator O’Manoneyr. Now let me read you the question that was 
asked of you in this letter: 

I should like to inquire from you whether any request or representation was 
made to the Commission with respect to the suspension of the hearings. 

Now what in the world put it into your head that the chairman of 
this committee was thinking about the President of the United States? 

Mr. Trvpers. I don’t believe I said that. 

Senator O’Manoney. You talked about the President’s statement in 
his press conferences. What put it into your head that there was a 
question of privilege involved 4 

Mr. Timpers. The President of the United States in a letter which 
has been placed in the record, and I have a copy of it here, since it 
was put in before you came to the meeting this morning, Senator, the 
President has made very clear the line of demarcation between the 
executive branch of the Government on the one hand and Congress 
and the judicial branch on the other. 

Senator O’Manoney. May I see that, since it was presented before 
I came in? Will you refer to the paragraph you would like to have 
me see? 

Mr. Tiupers. I think the whole letter is of considerable importance, 
Senator. I think perhaps the third paragraph is the most pertinent. 

Senator O’Manonry. That is the letter of the President to the 
Secretary of Defense, Mr. Wilson. 

Mr. Trvpers. Of May 17, 1954. 

Senator KerAuver. What date is the letter? 

Mr. Armstrong. May 17, 1954. 

Senator Keratvver. I may say to Mr. Dean, Mr. Dooling, and Mr. 
Wenzell, that ; do want to ‘apologize to you all for keeping you here 
all morning. I didn’t think it would take this long to get a yes or 
no answer in this matter. Otherwise I wouldn’t have suggested you 
come until this afternoon. 

Mr. Dean. No apology is necessary, Senator. 

Senator Keravver. | think we will reconvene at 2 o’clock. Do you 
want to come back at that time or stay here? But I am sorry that 
we have treated you so badly. 

Mr. Dean. It is quite all right, Senator. 
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Senator O’Manoney. Now let me read the paragraph. This is 
from the President’s letter of May 17, 1954. This is addressed to the 
Secretary of Defense. Is this the letter that was written by the Pres- 
ident during the Me¢ varthy hearings? 

Mr. Topers. That is correct, Senator. 

Senator O’ManoneEy (reading) : : 


Because it is essential to efficient and effective administration that employees 
of the executive branch be in a position to be completely candid in advising 
with each other on official matters, and because it is not in the public interest 
that any of their conversations or communications, or any documents or repro- 
ductions, concerning.such advice be disclosed, you will instruct employees of 
your department that in all of their appearances before the subcommittee of 
the Senate Committee on Government Operations regarding the inquiry now 
before it they are not to testify to any such conversations or communications 
or to produce any such documents or reproductions. This principle must be 
maintained regardless of who would benefit by such disclosures. 

I call your attention, sir, to the fact that that is specifically limited 
to the inquiry being conducted by a subcommittee of the Committee 
on Government Oper ations, and that the letter was addressed to the 
Secretary of Defense and not to the Chairman of the SEC. 

Mr. Timpers. Of course the principle is what I invoke, Senator, 
and the principle has been reasserted by the President recently and 
more specifically in connection with the very matter which is now 
pending before this committee. 

Senator O’Manoney. All right, now what is the principle in- 
volved? That employees shall not disclose communications, is it not, 
among themselves? 


It is not in the public interest that any of their conversations or communica- 
tions or any documents or reproductions concerning such advice be disclosed. 

Now I ask you, sir, to answer Senator Kefauver’s question. I 
should like to inquire from you whether any request or representa- 
tion was made to the Commission with respect to the suspension of 
these hearings. There is no reference to any employee there. Did 
any request come from any source? 

Mr. Trmpers. If the request is directed to me, Senator—— 

Senator O’Manoney. Yes, sir. 

Mr. Trmpers. I respectfully decline to answer on the ground that 
the matter inquired about is privileged and confidential. 

Senator O’Manoney. If an inquiry came to you from the First 
Boston Corp., would it be privileged to suspend these hearings? 

Mr. Trueers. I think no. Certainly we would not claim an inter- 
governmental privilege with respect to that, and as I understand it, 
none has ever been asserted or claimed. 

Senator O’Manoney. If it came from Mr. Wenzell, you wouldn’t 
obey it, you wouldn’t regard it as a privileged communication? 

Mr. TIMBERS. Not a communication as to which the intergovern- 
mental privilege applies, Senator. 

Senator O’Manonry. Now you have answered this morning between 
you, you as the General Counsel and Mr. Armstrong, you have an- 
swered my questions with respect to the interchange of information 
between yourselves. You have raised no question of privilege. 

Therefore, sir, I ask you when Mr. Armstrong—I address it to both 
of you and ask both to answer it—when Mr. Armstrong as Chairman 
of the Securities and Exchange Commission attached his signature 
to this letter of July 11, containing this paragraph: 
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Furthermore, this Commission is bound to respect the privileged and confi- 
dential nature of communications within the executive branch of the Government 
on principles as set forth in the President’s letter of May 17, 1954, to the 
Secretary of Defense— 
are you not confessing that there was not in your mind when that 
letter was written any communication within the Commission, but 
something from without the Commission? Read your letter. 

Mr. Trmpers. May I have your question read back, Senator? 

Senator O’Manoney. Certainly. Remember, you were just talking 
about the letter of the 17th and intergovernment communications. 

Mr. Timvers. I just want to be sure I understand your question. 

(The reporter read back the question.) 

Mr. Timpers. I think the answer so far as I am concerned, and 
you directed your question to me at least in part, Senator, is that the 
latter, the paragraph to which you referred in Mr. Armstrong’s letter 
of July 11, 1955, the fourth paragraph, was directed to the fourth 
paragraph of Senator Kefauver’s letter of June 27, 1955, and as such 
could refer only to the communications requested by Senator Kefauver 
between agencies of the executive branch of the Government. 

Senator O’Manoney. So that what you were denying to this com- 
mittee was to testify with respect to intergovernmental communica- 
tions respecting the suspension of these hearings. 

Mr. Timpers. Because as I understood it, Senator, that was the only 
thing asked for in the last paragraph of Senator Kefauver’s letter. 

Senator O’Manonrey. Is that your understanding, sir? 

Mr. Armstronea. Yes, sir. 

Senator O’Manoney. So that you stand before this committee, both 
of you, testifying that there were intergovernmental communications 
about suspending this hearing which you refuse to disclose? 

Mr. Trmpvers. I do not so testify. I would deny that. 

Mr. Armstrona. I have already stated, sir, to the chairman, that 
there is absolutely no such inference to be taken from the claim made 
by the Commission in my letter of July 13 of such a privilege. 

Senator O’Manonry. Does the President’s letter forbid you in any 
way to say “No; there was no communication ?” ; 

Mr. Armstrong. Sir, we are speaking about a principle of law. The 
privilege extends, we respectfully submit 

Senator O’Manonry. Do you wish this committee to understand that 
there was no communication from any other branch of the executive 
government to you asking for the suspension of this examination for 
a few days? 

Mr. Trmpers. May I confer with the chairman? I don’t want to 
interfere with your examination. 

Senator O’Manoney. Let the record show there is another con- 
ference. 

(The witness conferred with counsel.) 

Mr. ArmstroneG. I have tried to answer the question, Senator, by 
saying that there should be no inference drawn from the claim of 
privilege that there were or weren’t any, because I believe the privi- 
lege, and I respectfully submit, sir, on behalf of the Commission— 
and I am reflecting the Commission’s claim here—that the privilege 
extends to such a question. 

Senator O’Manonry. Why don’t you stand up here in all the dignity 


of your position as Chairman and say no communication was received 
from the White House? 
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The privilege, I suggest to you, Mr. General Counsel, does not 
extend to preventing an answer when no communication was received. 
The privilege, if there is a privilege—and that I deny where the Con- 
gress is concerned, the Congress which has power to change your law— 
extends only to the refusal to disclose the nature of the communication. 

Now you are in the position either of saying here there was a com- 
munication “which we don’t dare and will not disclose,” or of saying 
frankly, “Well, what’s all this holler about? We received no com- 
munication.” 

How easy to avoid the headlines. 

Mr. Trpers. Senator, if I may, since you addressed your question 
to me, I think, or your remarks, I would defer to your Honor as a 
great lawyer, and I would be very reluctant to take issue with you, 
Senator, as to the law. But I respectfully believe and respectfully 
submit, as just a young lawyer, that the privilege does extend to the 
fact of whether such communications took place or not. 

Senator Lancer. May I inquire your age? 

Mr. Trmpers. I am 39. 

Senator Lancer. You said you were a young lawyer. When were 
you admitted to the bar? 

Mr. Trmpers. I was admitted in 1940, I believe. 

Senator O’Manoney. The Constitution which made the Congress 
of the United States the only legislative body in this Government 
was written by men younger than you are. 

Mr. Trmpers. I wish I were as wise as they. 

Senator O’Manonry. Well, if you were, sir, if I may say so with a 
smile, you would not be fencing on this question. 

Mr. Toners. We are not fenci ing, Your Honor. We are asserting 
a legal position which this Commission is entitled to assert, and in 
asserting it we are trying to the best of our ability to facilitate the 
processes of this committee as we have done in the past, we are doing 
now, and will continue to do in the future. 

Senator O’Manonry. Mr. Chairman, I think the record is pretty 
clear, the refusal of both of these witnesses to answer this question 
raises a question of contempt of Congress. 

I am not going to raise that issue at this time, but I want to make 
this observation upon the revelations which have been made to us 
today. 

It is just another instance of the gradual attempt to extend the 
executive power of the Government of the United States. It is another 
instance in the buildup in the White House of a secret group who 
speak and act in the name of the President of the United States, who 
do things which. on the record, he clearly knew nothing about when 
they were being done, and which are being concealed from an author- 
ized committee of Congress when members and employees of an in- 
dependent body created by the Congress refuse to reply. 

You say that you are subject only to the executive branch of the 
Government. I say to you, sir, that the three branches of the Govern- 
ment are coordinate, not one superior to the other. They are co- 
ordinate and have been known as such from the very beginning. 

And the Congress of the United States has the right to obtain full 
information from any of its agencies, the agencies which it has estab- 
lished, and its employees that it may need in the process of legislation 
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And it is clear to me that legislation is necessary now to prevent the 
employees of the Government of the United States and the members 
of independent commissions from denying to Congress information 
that is essential. 

Legislation is necessary, I say, to write that clearly into the law. 
I think it is clear in the Constitution and the law and in the practices 
of the past, only recently, that the executive branch of the Government 
seems to assume to itself the right to do anything it pleases, even to 
order a city in a sovereign State to take power from a private corpora- 
tion when it is already operating on a municipal ownership plan. 

Senator Kerauver. I think your remarks, Senator O’Mahoney, are 
particularly pertinent to quasi-judicial agencies when they are per- 
forming their duties and functions. 

Now Mr. Armstrong, just two more final questions. When was 
the notice for this hearing which ordered the suspension of the hear- 
ing sent out to the members of the Commission ? 

Mr. Armstrrone. I am sorry, Mr. Reporter, i didn’t hear that. 

Senator Krrauver. Let me repeat the question. The hearing ex- 
aminer has stated, and you have stated, that the hearing by the ex- 
aminer was suspended by order of the Commission. Let me ask, first. 
was that an order of the Commission as a Commission or was it an 
order by you as Chairman of the Commission ? 

Mr. Armsrrone. Sir, the record which you yourself read, I respect- 
fully submit, states that it was an order of the Commission. 

Senator Keravuver. Did the Commission meet for the purpose of 
determining whether the hearing should be suspended ? 

Mr. Armstrrone. Might I consult with counsel for a moment? 

Senator O’Manoney. Get out the stop watch. 

Senator Kerauver. I think you ought to know that, Mr. Armstrong, 
but we will be patient while you consult with counsel. 

(The witness consulted with counsel.) 

Mr. Armstrone. The answer to the question, Senator, is “Yes.” 

Senator Kerauver. The Commission did meet ? 

Mr. Armstrone. Yes. 

Senator Krravver. In order to consider the matter of postponing 
the hearing? 

Mr. Armstronea. Yes. 

Mr. Keerre. I can’t hear you, Mr. Armstrong. 

Senator Keravver. Is that correct ? 

Mr. Armstrona. Yes. 

Senator Krrauver. What day was that meeting held? 

Mr. ArmMstTROoNG. Will you excuse me for a moment while I consult 
the Commission’s counsel ? 

Senator Krrauver. Very well. 

(The witness consulted with counsel.) 

Mr. Armstroné. Sir, the 13th day of June is the day appearing in 
the record, it it not? 

Senator Kerauver. When the examiner suspended the hearing. 

Mr. Armstrone, Yes, sir. 

Senator Kreravuver. What day did the Commission meet? 

Mr. Armstronc. That day. 

Senator Krrauver. That day. 

Mr. Armstrong. Yes, sir. 
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Senator Kerauver. When were the notices for that Commission 
meeting sent out ? 

(The witness consulted with counsel.) 

Senator O’Manoney. Is this a legal conference, sir? 

Mr. ArmstroneG. Yes, sir; it is. 

Mr. Timpers. We are trying to be as helpful as we can. 

Senator O’Manoney. It is a simple matter when the notices were 
sent out. 

Mr. Timpers. Notices aren’t sent out, Your Honor. The Commis- 
sion is convened by call. 

Senator O’Manoney. Were notices sent out for this meeting of the 
Commission which apparently was held before 10 o’clock to order the 
examiner to suspend the hearings? 

Mr. Armstrona. Do you mean, Mr. Chairman, notices to the mem- 
bers of the Commission ? 

Senator Kerauver. Yes. 

Mr. Armstrone. Of the convening of the meeting ? 

Senator Kerauver. Yes. 

Mr. Armstrone. Well, I don’t know of any meetings of the Securi- 
ties and Exchange Commission that are held on notices to the Com- 
missioners, sir. 

Senator Krrauver. Well then, no notices were sent out? 

Mr. Armstronea. I have never had a notice since I have been a 
member of the Commission that there is going to be a Commission 
meeting. 

Senator O’Manonery. Mr. Chairman, may I suggest a question ? 

Senator Keravuver. Yes. 


Mr. Armstronc. I don’t understand the point. 
Senator O’Manonry. Do the members of the Commission get a 


< 


notice of agenda to be taken up at their meetings ? 

Mr. ArmstronG. In part. Sometimes they do, sometimes they 
don’t, sir. 

Senator O’Manoney. Well, were they told in this case what was go- 
ing to be taken up ? 

Senator Kerauver. Was an agenda sent out to them? 

Mr. ArmstronG. No, not that I know of. 

Senator O’Manonry. Well, were they told they were going to de- 
cide about postponing this hearing? 

Mr. ArmstronG. Sir, may I explain our procedure over there. We 
are all in the same building and we meet on call. 

Senator Kerauver. On call of the Chairman? Very well, when 
did you call the meeting that early Monday morning of the Commis- 
tion to take action to have a hearing examiner postpone the hearing? 

Mr. Armsrronc. Again, sir, may I confer with my counsel ? 

(The witness consulted with counsel. ) 

Mr. Armsrrone. Sir, 9:30 I believe, to the best of my recollection. 

Senator Kerauver. You called the Commissioners together at 9: 30; 
is that correct? : 

Mr. Armstrong. Yes. 


Senator Kerauver. What Commissioners attended the meeting? 
Mr. Armstronea. All members. 


Senator Kerauver. All of the members attended the meeting? 
Mr. Armstrone. Yes, sir. 
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Senator Krerauver. Was any other business transacted at that 9: 30 
meeting / 

Mr. ArmstronG. May I confer with counsel again? 

(The witness conferred with counsel.) 

Mr. Armsrrone. I don’t remember, sir. It could have been or 
could not have been. We have many cases coming before us. 

Senator Kreravuver. You don’t usually meet at 9:30 in the morning, 
do you? 

Mr. Armstrone. Oh, sir, often, very often. 

Senator Kerauver. What is your usual meeting time? 

Mr. Armstrona. Well, I can characterize it as not unusual. 

Senator Keratver. You remember no other business that was trans- 
acted that morning at 9:30 except to order the hearings suspended ? 

Mr. Armstrone. Sir, I said that I don’t remember whether there 
was any other or not. 

Senator Kerauver. You say you don’t remember ? 

Mr. Armstronc. We pass on a great many matters going through 
there every day. 

Senator Kerauver. Did anybody appear before the meeting that 
morning to present a plea or an application that the hearing be 
suspended ? 

(The witness consulted with counsel.) 

Mr. Armstrone. The answer is “No,” sir. 

Senator Kerauver. Who brought up the matter of suspending the 
hearing? 

(The witness consulted with counsel.) 

Mr. Armstrone. Mr. Chairman, may I answer your question at 
the beginning by again respectfully asserting the privilege referred 
to in my letter to you. 

Senator Lancer. Mr. Chairman, as far as the Senator from North 
Dakota is concerned, I think it is clearly contempt of court here, con- 
tempt of this subcommittee. 

Mr. Armstrona. Excuse me, Senator Langer. I had not finished 
my answer. 

Senator Lancer. I want the witness admonished by the chairman 
here, at least as far as the senior Senator from North Dakota is 
concerned. I intend to pursue contempt of court. 

It is certainly an answer that Senator O’Mahoney and Senator 
Kefauver are entitled to, and I propose to follow it up, and I want 
Mr. Armstrong to know it, and I want his counsel to know it, before 
they answer the question. 

Mr. Trmpers. I would respectfully ask the chairman to allow the 
witness, if he may, to complete his answer. He had not completed 
it when Senator Langer interrupted him. 

Mr. Krrrre. May we have the question read ? 

Senator Kerauver. Well, the question was who brought up the 
matter or made the motion for the suspension of the hearing before 
the examiner ? . 

Mr. Krerrre. I believe it was “Was anyone else present,” sir. 

Mr. Armstrrona. Can I have the answer read? 

Senator Kerauver. There wasn’t any answer. 

Mr. ArMstTRONG. Sir, it was. It was partially answered. 

(The reporter read back the answer. ) 

Senator Kerauver. Continue, Mr. Armstrong. 
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Mr. Armstrong. I continue my answer by saying that I did. 

Senator Keravver. Mr. Armstrong, why did you ask that the hear- 
ing be adjourned; suspended? Why did you ask that the hearing 
of the examiner be suspended ? 

Mr. Armstrone. I respectfully submit to you, sir, that the Com- 
mission is asserting, with great respect and deference, the privilege 
as contained in my letter to you with respect to such matters. 

Senator Kerauver. Mr. Armstrong, I think I will have to order 
and direct that you answer that question. Do you just say you refuse 
to do so? 

Mr. Armstrone. Sir, I most respectfully cannot answer your ques- 
tion on the grounds which I have stated on behalf of the Commission. 

Senator Kerauver. Very well. Did you give the members of the 
Commission reasons why you wanted the hearing before the examiner 
continued ? 

Mr. Armstrone. Might I answer by saying that my answer to that 
question is the same. 

Senator Keravuver. That you refuse to answer. 

Mr. Trmpers. May I confer with him, Senator ? 

(The witness conferred with counsel.) 

Mr. Armstrone. Senator, the answer to your question is that I did 
discuss with my fellow Commissioners the matter of the suspension, 
but I respectfully again claim, sir, on behalf of the Commission, that 
such discussions are privileged and I, sir, am not at liberty to discuss 
them. 

Senator Krrauver. Mr. Armstrong, are the reasons you gave con- 
tained in the minutes of the Commission on that day ? 

Mr. Armstrone. Again may I confer? 

(The witness conferred with counsel.) 

Mr. Armstrone. No. 

Senator Krerauver. They are not? 

Mr. Armstrone. No. 

Senator Keravver. Is it not customary for the minutes of the 
Commission to contain the discussion and points raised in connection 
with motions and applications made before the Commission ? 

(The witness consulted with counsel.) 

Senator Keravuver. Mr. Armstrong, I respectfully submit that as 
Chairman of the Commission and as a member, you certainly ought to 
know whether either shorthand or penciled notes are made of the 

ositions taken and the arguments in favor of motions on applications 

efore the Commission. I don’t see any necessity for consulting with 
counsel on that question, but if you want to consult with him, you of 
course may do so. 

Mr. ArmstrronG. Thank you very much, Senator. 

(The witness consulted with counsel.) 

Mr. Armstrone. Senator, it is not customary to reflect in the min- 
utes of the Commission discussion with reference to motions, and you 
read the Commission disposition of those motions when you read 
from the transcript from June 16. 

Senator Keravuver. Which just says the examiner is ordered to sus- 
pend the hearings. 

Mr. Armstrone. Sir, June 16 was my answer. 

Senator Krerauver. Anyway, what the examiner read, what was 
read on June 16, is what now? 
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Mr. Armstrona. The ruling of the Commissioner—excuse me, the 
ruling of the Commission, the rulings on motions. 

Senator Keravver. Did that ruling of that Commission give any 

reason for suspending or ordering the hearings suspended? Which 
was read by the examiner on the ‘16th? It speaks for itself, does it 
not, Mr. Armstrong ? 

Mr. Armstrone. Thank you, Senator. 

Senator Keravuver. Now, Mr. egpapiens. were minutes made or 
notes taken by the secretary or by a reporter or by anyone of that 
early morning Commission meeting on the morning of Monday, 
June 13, at 9: 30a. m.? 

Mr. Armstrone. Again I will have to consult counsel if I may. 

(The witness consulted with counsel.) 

Senator Kerauver. Mr. Armstrong, was counsel there at that meet- 
ing? 

Mr. Trmpers. I can say I was not, Senator. 

Senator O’Manoney. Then how could he possibly advise you with 
reference to whether minutes were made, when he wasn’t there? 

Mr. Trmpers. I am just trying to expedite things here, Senator. 
The secretary of the Commission “happens to be here, and it occurred 
to me that you might be in a better position to inquire of him as to what 
the practice is with respect to taking minutes. 

Senator Krrauver. Who is the secretary of the Commission ? 

Mr. Trmpers. Minutes are not taken of all meetings. 

Senator Krerauver. You may consult a while and then let’s get an 
answer. 

(The witness consulted with counsel.) 

Mr. Trmzers. I think the question is as to the name of the secretary, 
is that correct, Senator ? 

Senator Kerauver. No. Were minutes made either by the secre- 
tary, by a reporter, or by anyone else of the proceedings of that early 
Monday morning meeting ? 

Mr. Trmpers. My suggestion had been unless the Chairman re- 
calls 

Senator Kerauver. You weren’t there, Mr. Timbers. Mr. Arm- 
strong was there and he brought the matter up, and he is the Chair- 
man, and I think he would be in a better position to answer it than 
you. 

Mr. Trmpers. I fully agree with you, Senator. 

Mr. ArmstronG. What is the question? Were minutes made? 

Senator Kerauver. Were minutes made or minutes kept by the 
secretary, by a reporter, or anyone else of any of the things that took 
place, as to what took place at the meeting on ‘early Monday morning ? 

Mr. Armstrone. Allright. Now, sir, may I please consult with my 
counsel ? 

Senator O’Manoney. The Commission’s counsel. 

Mr. Armstrong. I am awfully sorry. 

(The witness consulted with counsel.) 

Mr. ArmstronG. Senator, the minutes contained the conclusions of 
the Commission. 

Senator Krerauver. Do you have any objection to this committee 
seeing the minutes? 
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Mr. Armstrone. I think, in view of the answer which I gave to 
an earlier question of Senator O’Mahoney, I am not in a position 
to answer that question because, among other reasons, including the 
privilege with respect to Commission minutes which I asserted and 
now mention merely to have it of record in this answer, a decision on 
that would have to follow a request by the committee for them and 
action by the Commission on such request. 

Senator O’Manonry. Mr. Chairman, may I interrupt = a mo- 
ment. I think it is very import: int that this witness and Mr. Timbers, 
as general counsel of the Commission, shall be fully advised of the 
net that they are weaving around themselves. 

And I say that in all sine erity, sir. You have come here to this 
committee in the attempt to justify your refusal to answer a simple 
question, which if you answered it in the negative would show that 
your action was perfectly innocent, and which therefore indicates 
that your refusal to answer is because you are seeking to refuse to 
disclose a privileged inter-Government communication. 

You base that right to refuse the question of this committee upon 
the letter of May 17. 1954, addressed by the President of the United 
States to the Secretary of Defense, in a matter which concerned the 
investigation of the subcommittee of the Senate Committee on Gov- 
ernment Operations into the handling of the Army, not of a civilian 
branch of the Government. 

It is not applicable to this proceeding in any way, shape, form, or 
manner. I call your attention to article I, section 1, of the 
Constitution : 

All legislative powers herein granted shall be vested in the Congress of the 
United States, which shall consist of a Senate and a House of Representatives. 

The books are full of decisions upholding the right of the Congress 
to demand information from the subordinate agencies of Government. 
I call your attention to section 8, clause 3 of the first article. This 
is the article which sets out the powers of Congress. The third clause 
says: 

To regulate commerce with foreign nations and among the several States 
and with Indian tribes. 

The establishment by Congress of the Securities and Exchange Com- 
mission was taken under that clause of the Constitution. The second 
article of the Constitution, section 1, says: 

The Executive power shall be vested in a President of the United States of 
America. He shall hold office during the term of 4 years and, together with 
the Vice President chosen for the same term, be elected. 

And then the election method has been set forth first by the original 
Constitution and later by amendments. Then section 2 gives the 
President the authority to write the letter of May 17, 1954, because 
section 2 says: 

The President shall be Commander in Chief of the Army and Navy of the 


United States and of the militia of the several States when called into actual 
service of the United States. 


Under his authority as Commander in Chief, he could write this 
letter. You are not in the Army or the Navy or even in the Marine 
Corps. You area civilian branch of Government. Now listen to what 
the Constitution says: 
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He may require the opinion in writing of the principal officer in each of the 
executive departments upon any subject relating to the duties of their respective 
offices, and he shall have power to grant reprieves and pardons for offenses against 
the United States, except in cases of impeachment. 

You find no word in the Constitution embraced within the second 
article which defines the Executive power which gives the President 
of the United States or any of his subordinates in the White House 
the power to tell you, sir, Chairman of the SEC, others as to what you 
shall do or suggestions or directions. 

The President may require your opinion, but he can’t tell you what 
you have got todo. Congress set up under the Securities and Exchange 
Act, or whatever the proper title of that law is. It prescribed your 
duties. 

There is not a single word in the law which makes the regulations 
of your Commission superior to the Constitution or makes it possible 
for you by regulation to refuse to answer a question by a duly con- 
stituted committee of the Congress, and I advise you most seriously 
to reconsider the advice which has been given to you by Mr. Timbers 
on the basis of a letter addressed to the Secretary of Defense by the 
President, and come clean, 

The President in his press conferences to which Mr. Timbers has 
referred on this matter, has frequently said that he wanted it all 
laid before the public, and I suggest to you, gentlemen, that you did 
not get your instructions from the President, but you got it from 
some person who was attempting to represent himself as a spokesman 
of the President, and we intend to find out whether or not executive 
government by appointed officials, some of whom have not required 
the confirmation of the Senate, we intend to find out whether the 
executive government is seeking to direct and channel the activities 
of executive agencies. 

It is a monstrous thing, Mr. Chairman, for these representatives 
of the SEC to sit here and say that on the small question of postponing 
a hearing for 3 days, they will not give information. 

Is it because there was pending in the House of Representatives an 
appropriation bill at the time to appropriate $614 million to build 
a transmission line for the plant to be erected under the contract that 
has now been canceled ? 

Senator Krrauver. That is what we are trying to find out. 

Senator O’MAnoney. Why should you, in the face of this great 
document, at a time when democracy is at bay in the whole world, 
and you stand up attempting to take the position that the executive 
branch of the Government is above the Congress of the Unied States? 

Is it not, sir, and I for one am prepared to ask the Senate of the 
United States to take this issue to the full extent of the law. 

Senator Kerauver. Mr. Armstrong, you have heard what a very 
distinguished lawyer, a man with much experience in the Senate, has 
had to say. 

I could only add to that, sir, that I met you sometime back; you 
impressed me as a fine young man with a great future. You are well 
educated. You have had good experience. Sir, respectfully, I must 
add that I think your position here today is absolutely untenable, 
so that in pursuance of higher duties as Members of the Senate, and 
my duty as chairman of this committee, I must respectfully order and 
direct you to answer these questions which have been placed before 
you and which you have refused to answer. 
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Senator O’Manoney. Mr. Chairman, I was going to suggest this 
possibility ; that we might adjourn this session, but only after: adopting 
a resolution to request ‘Mr. Armstrong and Mr. Timbers, the Secretary 
of the Commission and all the members of the Commission to come 
before this committee at the same time and at the same place and have 
these questions submitted to them. 

Senator Krravver. I think we will do that, Senator O’Mahoney, 
but. we cannot leave this record in the state it is in now. 

Senator O’Manoney. Oh, no. 

Senator Krerauver. So I feel as chairman of this committee it is my 
duty, Mr. Armstrong, under penalty of possible contempt of the Sen- 
ate, to order and direct you to answer these questions. 

Mr. ArmstronG. Sir, may I confer with the Commission counsel? 

Senator Kerauver. Very well. 

(The witness consulted with counsel.) 

Mr. Armstrone. Mr. Chairman, with the utmost respect—— 

Senator Lancer. I can’t hear you. 

Mr. Armsrrone. Mr. Chairman, with the utmost respect—excuse 
me, Senator. Could I ask that the reporter read back the question ? 

Senator Krerauver. Mr. Reporter, will you read back the question ? 

(The reporter read back the question. ) 

Mr. ArmsrronG. Excuse me just a minute, sir, while I confer with 
counsel. 

(The witness conferred with counsel.) 

Mr. Armstrronc. Mr. Chairman, with great respect, my position on 
the questions you referred to remains the same as I have stated them. 

Senator Kerauver. In other words, vou refuse, having been warned 
and ordered, you still refuse to answer the questions? 

Mr. Armsrronc. My position, with great respect 

Mr. Keerrr. Keep your voice up, will you, Mr. Armstrong? 

Mr. ArmstronG. [am sorry. My position, with great respect to the 
committee, is as I have stated it. 

The position I express is the position of the Commission reflected in 
the letter which I have signed on behalf of the Commission of July 11, 
1955, addressed to Senator Kefauver, asserting, claiming privilege. 

Senator Krravver. In other words, vou refuse to answer? 

Mr. ArmstrroneG. For the reasons stated in response to your previous 
question, Mr. Chairman. 

Senator Krravuver. You refuse to answer? 

Senator O’Manoney. Mr. Chairman. 

Senator Krrauver. Senator O’Mahoney. 

Senator O’Manoney. I think it may be important to put the matter 
1 am about to read in the hearing and to call it to the attention of the 
two witnesses. 

This is the transcript of the hearing of the Securities and Exchange 
Commission, Docket. No. 70-7335 in the matter of Mississippi V alley 
Generating Co. et al., held at Washington, D. C., on June 13, 1955. 1 
am reading from page 543: 





HEARING EXAMINER. We will come to order please. Gentlemen, I would like 
to have the record show that I have just had a communication from the Com- 
mission to the following effect. It says: 

“The Commission directs the hearing examiner to continue the hearing for 
a short period of time, subject to call by the Commission.” 
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Mr. JAMES. Mr. Examiner, may I ask does that mean we do go on with our 
hearing today? They don’t want the record closed at the conclusion of today’s 
hearing? 


Mr. James, I understand, was attorney for the Mississippi Valley 
Generating Co. 


HEARING EXAMINER. No. They don’t want it closed, but they want it con- 
tinued or adjourned until, as I say, further call. 

Mr. Lester. For the convenience of one witness at least, who has come from 
New York for the hearing this morning, is Your Honor in any position to express 
some idea as to the length of the continuance? 

HEARING EXAMINER. No. 


Mr. Keerre. May we have a statement as to who Mr. Lester repre- 
sented ¢ 

Mr. Dean. The Securities and Exchange Commission. 

Mr. Armsrrona. Exuse me, the Division of Corporate Regulation. 

Senator O’Manoney (reading) : 


HEARING ExAMINER. No. The Commission merely says “for a short period of 
time.” 

Off the record. 

(Discussion off the record.) 

HEARING EXAMINER. On the record. 

Mr. Volpe—— 


Mr. Volpe being attorney for ? 
Mr. Krerre. The State of Tennessee. 
Senator O’Manoney (reading) : 


Mr. Examiner, may we have the record show that in the event that there 
is a meeting with the Commission with respect to this minute that counsel for 
the intervenors will be invited to such a meeting? 

HEARING EXAMINER. You are making a statement. I assume that would be 
done. 

Mr. James. I would be glad, Mr. Examiner, if Mr. Volpe, Mr. Smith, and I 
accompanied you or made whatever arrangements there are to appear before 
the Commission because I think we would like to find out what this means. 

HEARING EXAMINER. Off the record. 

(Discussion off the record.) 

(Short recess taken.) 

HEARING EXAMINER. All right, gentlemen, back on the record. Let the record 
show— 


May I have your attention, Mr. Witness, please. This is the im- 
portant part. 

Mr. Armsrrone. Excuse me, sir. 

Senator O’Manoney (reading) : 


Let the record show that the examiner has presented the request of Mr. 
James— 


attorney for the Mississippi Valley Generating Co.— 
and Mr. Volpe— 
attorney for the State of Tennessee— 


also to be heard on the question of continuing with the testimony of Mr. Linsley 
and the Commission had denied the request, so I think that disposes of every- 
thing that is before me now and the record will therefore show that this matter 
is continued, subject to call of the Commission, as stated in the previous state- 
ment which I made. 


Mr. Chairman, I read this because it clearly shows that the attorneys 
for the Dixon-Yates combine asked the Commission to proceed with 
the hearings. The Commission did not. It denied their request. 
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Senator Kerauver. The State of Tennessee asked that they pro- 
ceed, too. 

Senator O’Manoney. And the State of Tennessee. 

Mr. Dean. Mr. Linsley was very anxious to testify that day. 

Senator O’Manonry. And Mr. Linsley, let us identify him for th 
record, Mr. Dean. 

Mr. Dean. He is Duncan R. Linsley. He is the vice president of 
the First Boston Co. 

Mr. Krerre. May we identify Mr. Smith who was referred to in the 
record read ? 

Mr. Dean. I think that is Hayden Smith. I think he is counsel 
for 

Mr. Dootrne. The transcript of the SEC hearing identifies him 
as Hayden N. Smith and Robert F. Maher of Winthrop, Stimson, 
Putnam & Roberts, appearing for the Southern Co. 

Senator O’Manonry. That record speaks for itself, Mr. Chair- 
man. 

Senator Kerauver. Yes; the record speaks for itself. 

Mr. Armstrong, who is the Secretary for the Commission ? 

Mr. ArmsrronG. Orville L. Du Bois. 

Senator Kerauver. Which is Mr. Du Bois here? 

As Secretary, was Mr. Du Bois there that morning at 9:30 Mon- 
day morning when the Commission met? 

(The witness consulted with counsel.) 

Senator Kerauver. Mr. Armstrong, the counsel with whom you are 
conferring, Mr. Timbers, was not at the meeting. You were the 
Chairman. You were at the meeting. Now what is there to confer 
about as to whether the Secretary was s there that morning or not? 

Mr. Armstrona. The answer is “Yes.” 

Senator Krerauver. Well, let’s get on with the hearing, then. 

Mr. Armstrone. Senator, excuse me, I hadn’t been aware that you 
had addressed that question to me. I am sorry. 

Senator Kerauver. Well, I am sorry then, I beg your pardon. 

Mr. Armstrong. No; it ismy fault. 

Senator Krrauver. Does the Secretary have the records of what 
took place at that meeting, or any records? 

Mr. ArmstronG. The Secretary keeps the Commission minutes. 

Senator Krerauver. And they are in his custody and control? 

Mr. ArmstrRonG. Yes, sir. 

Senator Kerauver. Did you have someone there making shorthand 
or note transcripts of the proceedings at that meeting? 

Mr. Armstrona. I have already testified, sir 

Senator Krravuver. That you did not? 

Mr. Armstronc. On the question of what the minutes reflect. 

Senator Keravuver. I know, but did you have somebody also mak- 
ing ashorthand report of what went on? 

Mr. Armstrone. Excuse me just a minute. 

(The witness consulted with counsel.) 

Senator Kerauver. Again, Mr. Armstrong, Mr. Timbers was not 
at the meeting. 

Mr. Trmpers. Senator Kefauver, I want to comply completely with 


Your Honor’s admonition here. I don’t want to confer with the wit- 
ness if you don’t want me to. 
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Senator Kerauver. I don’t mind you conferring, exc ept it is aw- 
fully late and we have ‘take ‘n up so much time, and I didn’t think we 
Were going to. 

Senator O’Manoney. Might I suggest, Mr. Chairman, to Mr. Tim- 
bers that he tell the witness that this is not a privileged matter. It 
doesn’t come within this letter at all. 

Mr. Timbers. Except, Senator, the rules of the Commission ex- 
pressly prohibit an employee or member of the Commission from 
disclosing certain categories of documents including Commission min- 
utes. And I simply want to be sure that the secretary and myself are 
not subjected to disciplinary proceedings for viol: ation of that rule. 

Senator O’Manonry. Oh, well, we will protect you from any dis- 
ciplinary proceedings. 

Mr. Armstrona. [ am a member of the Commission. 

Senator Keravuver. My only question was, sir, did the secretary or 
a reporter or somebody make a transcript, shorthand notes, of the 
proceedings, and what took place at that meeting? 

Mr. Armstrone. Sir, the minutes- 

Senator Krravver. I know, you have said that, that the minutes 
reflect the outcome. 

Mr. Armstrronc. Were made at the meeting by the secretary. 

Senator Kerauver. I know, but were shorthand notes and minutes 
taken of the proceedings, and what took place at that meeting? 

Mr. Armstrong. I don’t believe so. It wouldn’t be customary. 

Senator Kreravver. Then you don’t know if they were or not, or you 
just don’t believe so. 

Mr. Armstronc. I don’t believe a word. I feel quite certain about 
that, Mr. Chairman. 

Senator Krrauver. Well, the secretary is here. I suppose he would 
know about it. Any other questions, Senator O’Mahoney, Senator 
Langer, Mr. Keeffe ? 

Senator O’Manonry. Mr. Chairman, do you have any other wit- 
nesses that you want to take? 

Senator Krerauver. Yes; we have Mr. Wenzell we are anxious 
to get on with this afternoon. 

Senator O’Manoney. It seems to me that it is very important that 
we should clear up this untenable stand. I would like to know 
whether the other members of the Commission are going to plead 
privilege, too. 

Senator Lancer. Yes. 

Senator Krrauver. Well, suppose we give—well, on the record. 
We don’t want to get off the record. I was just asked by my colleagues 
of the committee to have them back this afternoon. 

I would suggest that they, all the members of the Commission, the 
secretary, Mr. Timbers, Mr. Meeker, come back at 9: 30 in the morning 
after having had time to think this matter over. Would that be satis- 
factory ? 

Mr. Armstrone. I could answer Senator O’Mahoney’s last question 
were it directed to me, sir. 

Senator Krravver. I was just trying to get the time. 

Senator O’Manonry. You can’t answer for the other Commis- 
sioners. 

Mr. Armstrona. Sir, this letter speaks for the Commission. 
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Senator Krerauver. Very well, but we will get the other Commis- 
sioners. 

Senator O’Manonry. I want to see whether they will look me in 
the eye and take the position that you have taken. 

Senator Krravuver. Is that 9:30 in the morning satisfactory with 
you? 

* Senator O’Manoney. Yes; that will be all right. 

Senator Krerauver. Mr. Armstrong, will it be satisfactory for you 
and the other members of the Commission and the secretary to come 
up at 9: 30 in the morning ? 

Mr. Armstrone. May ‘T confer with the secretary ? 

Senator Krrauver. All right, sir. 

(The witness consulted with the sec retary.) 

Senator Kreravuver. I think the examiner, Mr. Ewell, should come 
up too at the same time. And in the meantime is that satisfactory, Mr. 
Armstrong? 

Mr. Armstrone. Mr. Chairman, may I leave it with you and the 
committee that I will consult the Commission’s calendar, and we will 
endeavor to arrange the calendar so that we can be here. Naturally 
we would want to do that. But we do have cases that are pending 
before us. 

Sentor Krrauver. We want you to consult it if you want to, but 
frankly I can’t think right now of anything more important for the 
integrity of the Securities and Exchange Commission. 

Mr. Armstrone. I can’t either, sir, than appearing before your 
subcommittee. 

Senator Kerauver. Not our subcommittee, sir, but the position 
that the Commission is in at the present time must be clarified. 

Senator O’Manoney. Mr. Chairman, this witness has been very 
obdurate by advice of Counsel of the Commission. It will take only 
a comparatively short time to determine whether the other members 
of the Commission are equally obdurate. 

The questions I would say can be disposed of in less than an hour, 
so that any pending matters you may have can be postponed for a 
later hour in the day. 

Mr. Armstronea. I think, Mr. Chairman, if I may say so, the obser- 
vations of Senator O’Mahoney would make it possible for me to 
answer the question as to whether all the people you have mentioned 
would be here clearly in the affirmative, and if others are being in- 
convenienced by our failure to be able to act as a Commission during 
that. hour, they will just have to wait. I think that is fine. 

Senator Keravver. We will ask you to have as many of your Com- 
missioners here as possible, and I can’t imagine anything more im- 
portant. 

Mr. Armstrone. Sir, just so I am sure, may I understand who it is 
that you wish? 

Senator O’Manonry. I would say all the members of the Commis- 
sion, the secretary, the hearing examiner, Mr. Timbers and Mr. 
Meeker. 

Senator Krravuver. And do you have an official reporter down 
there ? 

Mr. Armstrrona. The court reporter, sir? 

Senator Krravver. Someone who takes the shorthand meetings of 
testimony before the full Commission. 
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Mr. Armstrone. Testimony, sir? he 
Senator O’Manoney. The proceedings of the full Commission. 
Mr. Armstrona. That makes the minutes you mean ? 

Senator Keravuver. Yes. 

Mr. Timpers. I think the name of the company is on the outside 
there. 

Senator O’Manoney. I don’t mean that. Senator Kefauver is try- 
ing to find out whether you have as a matter of routine procedure a 
reporter present at your meetings? 

Mr. Armstronc. At the meetings of the Commission ? 

Senator O’Manonry. Yes. 

Mr. Armsrronc. The secretary, sir, keeps the minutes. 

Senator Kerauver. Is there a reporter there too? 

Mr. Armstrona. No, sir. 

Mr. Keerre. Did you have a stenographer take the minutes of the 
Commission meeting of June 13? 

Mr. Armsrrona. No, sir, never do we have a stenographer. There 
weer no stenographic minutes. 

Senator Krrauver. Anyone else who was at that meeting of 9:3 
Monday morning, June 13, will you ask him to be here at 9:30 to- 
morrow morning ? 

Mr. Armstrona. Very well, sir, 9:30 tomorrow morning. 

Senator Kerauver. And I hope, Mr. Armstrong, that you will 
think over this matter very, very seriously between now and then. 

Mr. Armstrong. I can assure you, Senator, and members of the sub- 
committee, that the Commission will do that. 

Mr. Keerre. Will you have them state for the record before you 
adjourn, the names of the Commissioner and of the secretary ? 

Mr. Armsrrona. Clarence H. Adams, of Connecticut; Andrew 
Jackson Goodwin, Jr., of Alabama; and Andrew Downey Orrick, of 
California, Commissioners. Orval L. DuBois, secretary of the Com- 
mission. 

Senator Keravver. We will stand in recess until 2: 45. 

(Whereupon, at 1:25 p. m., a recess was taken until 2:45 p. m. 
of the same day.) 

AFTERNOON SESSION 


Present: Senators Kefauver (presiding) and O’Mahoney. 

Senator Kerauver. The committee will come to order. 

The matter with reference to the Securities and Exchange Com- 
mission this morning took an unexpected turn, which will necessitate 
a number of conferences by members of the committee this afternoon 
and considerable research on the part of the staff. 

We have consulted with Mr. Dean and Mr. Dooling and it is our 
feeling that in view of these developments, they expressed a willing- 
ness that this schedule be followed, that we not have a further hear- 
ing this afternoon, that in the morning at 9:30, we start with the 
SEC again; they are coming back and then at—Mr. Dean, you sug- 
gested 11 o’clock or 2 o’clock tomorrow morning or afternoon. _ 

Mr. Dean. I said 2, but 11 is all right, if you prefer it. 

Senator Keravuver. In order to try to finish Mr. Wenzell’s testi- 
mony tomorrow if it is possible to do so, I think we will plan on 
finishing with the SEC by 11 o’clock and then Mr. Wenzell will testify. 
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And then we will carry on tomorrow after 2 o’clock, and we hope to 
apn tomorrow afternoon with Mr. Wenzell. That is Wednesday. 

{ do want to express my regret that we have inconvenienced you, Mr. 
Wenzell, and you, Mr. ‘Dean. 

Then Senator O'Mahoney has hearings which he has been postpon- 
ing on other matters. I have had heari ings with the Juvenile Delin- 
quency Committee changed twice in Chicago which I cannot change 
again. So that after tomorrow the hearing will then resume on 
next Monday afternoon at 2 o’clock. We cannot have a meeting next 
Monday morning because the full committee has a hearing at that time. 

Senator O’Manroney. The Narcotics Subcommittee of the Judici ary 
Committee is also sitting today, this afternoon, and tomorrow, and 
the next day right here in Washington. 

Senator Krravver. You are a member of that committee and I know 
you want to be present, so that will be our schedule. There are 
certain exhibits which Mr. Keeffe will go over with Mr. Dean which 
he has. So the committee will stand in recess. 

Mr. Dean. You asked me for the clipping from the February 22, 
1955, New York Times which I have. 

Senator Kerauver. Will you read that? 

Mr. Dean. May I say before I read that, there was one paragraph 
in it about First Boston being investment bankers for New York Life 
Insurance Co. which is wholly incorrect. 

We have never acted in that capacity. The insurance companies 
can raise money through the sale of life insuranse much better than 
they can from investment bankers. 

Senator Kerauver. What date? 

Mr. Dean. February 22, 1955. 

Senator Keravver. What page is that on? 

Mr. Dean. It was under the shipping news. I can’t give you the 

xact page. 

The First Boston Corp. said yesterday that what Senator Lister Hill, Democrat, 
of Alabama, had told the Senate last Friday about Arthur H. Wenzell's part— 


it should be Adolphe Wenzell— 


in the Dixon-Yates private power contract had “long been known in Government 
financial and utility circles.” 

Mr. Wenzell is a vice president and director of First Boston. The corporation 
is the investment banker for the New York Life Insurance Co., which is expected 
to take part of the bonds to finance the Dixon-Yates project. 

“There exists persuasive evidence that this man [Mr. Wenzell] participated 
in conferences and meetings which were held in the Budget Bureau on the 
Dixon-Yates matter, at the very time the First Boston Co. was making arrange- 
ments for financing the Dixon-Yates plant,” Senator Hill asserted. 

First Boston’s statement was issued by James Coggeshall, president. He 
said that neither the corporation nor Mr. Wenzell had received a fee or would 
be paid for their services in connection with the financing of the power project. 
Mr. Wenzell served as an unpaid consultant to the Budget Bureau from May 
1953 to March 1954. 

“We were asked to advise and assist in the financing,” Mr. Coggeshall said. 
“We agreed and the needed financing was subsequently arranged.” 


That is a rather garbled statement. 


Senator Kerauver. What date was that in the New York Times? 
Mr. Dean. February 22, 1955. 


Senator Krravuver. Apparently Mr. Rowland Hughes does not 
read the shipping news in the New York Times, does he, Mr. Dean ¢ 
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Mr. Dean. I almost missed it myself. I looked and looked for 
it and finally found it under the shipping news. 

Senator Keravuver. I hand it to the reporter. We might make that 
an exhibit or put it in the record in some way. 

Anything else, Senator ? 

Senator O’Manonry. That is all. 

Senator Kerauver. Very well, we will recess until 9:30 in the 
morning. 


(Whereupon, at 3 p. m., the committee proceeded to further busi- 
ness. ) 
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WEDNESDAY, JULY 13, 1955 


Unirtep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 9:35 a. m., in room 
424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), O’Mahoney, and Langer. 

Also present: Senators Dirksen, Anderson, and Butler; Arthur 
John Keeffe, assistant counsel; Martin Oppenheimer, staff member. 

Senator Krerauver. The committee will come to order. 

Let the record show that the distinguished Senator Dirksen, a mem- 
ber of the Judiciary Committee and of the Monopoly and Antitrust 
Subcommittee is present, and Senator Butler also. 

Senator Burier. Mr. Chairman, the reason I wasn’t here yesterday 
is that I had to be elsewhere in Government. I am sorry. 

Senator Kerauver. We notified your office. 

Senator Burtrr. I had other things to do that precluded my coming 
here. 

Senator Lancer. We understand you are a candidate for reelection, 
and we do understand these things. 

Senator Dirksen. We do have an appropriations bill on the floor 
at 10 o’clock. 

Senator Kerauver. Mr. Armstrong, you and other members of your 
Commission are here. Will you introduce just who is here? 


TESTIMONY OF J. SINCLAIR ARMSTRONG, CHAIRMAN, SECURITIES 
AND EXCHANGE COMMISSION, ACCOMPANIED BY CLARENCE H. 
ADAMS, ANDREW ORRICK, A. JACKSON GOODWIN, COMMIS- 
SIONERS; WILLIAM H. TIMBERS, GENERAL COUNSEL; THOMAS G. 
MEEKER, ASSISTANT GENERAL COUNSEL; ORVAL L. DuBOIS, 


SECRETARY; AND JAMES G. EWELL, HEARING EXAMINER— 
Resumed 


Mr. Armstrone. Mr. Chairman, I would like to present to the sub- 
committee the members of the Securities and Exchange Commission. 
On_my left is Commissioner Clarence H. Adams, of Connecticut. 
On Commissioner Adams’ left is Commissioner Andrew Jackson 


Goodwin, of Alabama. On his left is Commissioner Andrew Orrick, 
of California. 


Senator Keravuver. Where is Mr. DuBois? 


Mr. Armstrong. Mr. DuBois is standing in the back of the room, 
Mr. Chairman. 


377 
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Senator Krrauver. Inasmuch as we will probably be calling on the 
other members of the Commission and Mr. DuBois for testimony, and 
pursuant to the general rule of this committee with reference to not 
doubting anyone’s integrity, but requiring all witnesses to be sworn, 
I guess I had better ask the other Commissioners and Mr. DuBois to 
take the oath. 

Do you gentlemen solemnly swear that the testimony you give this 
committee will be the whole truth, so help you God ? 

Mr. Apams. I do. 

Mr. Orrick. I do. 

Mr. Goopwin. I do. 

Mr. DuBors. I do. 

Senator Krrauver. Mr. Armstrong, late last night I was delighted 
to receive a telephone call from you in a matter about which the 
committee had asked, you felt was knowledge that this committee 
should have. It was in the public interest to tell the committee about 
the matters about which we had inquired. 

Mr. Armstrone. Mr. Chairman, I have a statement to make on 
that subject. 

Senator Kerauver. Very well. You make your statement. 

Mr. Armstrona. Mr. Chairman and members of the subcommittee, 
in the last paragraph of Senator Kefauver’s letter addressed to me 
as Chairman of the Commission on June 27, 1955, which was placed 
in the record of the hearings before this subcommittee yesterday, 
Senator Kefauver inquired as follows: 

I should like to inquire from you whether any request or representation was 
made to the Commission with respect to the suspension of the hearings. I 
should also like to inquire whether any representation was made to the Com- 
mission by any official or representative of the Government asking that the 
hearing scheduled for June 13 be canceled, or whether such cancellation was 
discussed by the Commission with any officials or representatives of any other 
branch of the Government. 

After the conclusion of my testimony before this subcommittee 
yesterday, I obtained from the Attorney General of the United States 
an opinion with respect to the subject matter of Senator Kefauver’s 
inquiry of June 27, set forth above. I should like to have placed in 
the record at this time Attorney General Brownell’s letter to me, 
which reads as follows 

Senator Kerauver. Do you want to read it all, Mr. Armstrong? 

Mr. Armstrong. I do, sir; I certainly do, Mr. Chairman. 

Senator Kerauver. I thought if you placed the whole letter in 
the record and you wanted to read part of it—but you wish to read 
it all? 

Mr. Armstronea. I would like to read the letter of the Attorney 
General, Mr. Chairman. 

Senator Krerauver. Yes, sir; you read the letter. 

Mr. Armstrone. This is on the letterhead of the Office of the Attor- 
ney General, Washington, D. C., dated July 12, 1955, addressed to— 
Hon. J. SINCLAIR ARMSTRONG, 

Securities and Exchange Commission, 
Washington, D. 0. 


Dear Mr. ARMSTRONG: You have submitted a letter from Senator Kefauver 
dated June 27, 1955, addressed to you and your reply to him dated July 11, 1955, 
and asked for our opinion with respect thereto. 
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It is my opinion that the position which you have taken in behalf of the 
Commission in paragraph 4 of your letter is sound. I agree that it would not 
be consistent with the orderly conduct of the administrative processes of your 
agency to subject to concurrent congressional review the manner in which the 
Commission is discharging its quasi-judicial functions on any pending application. 
The question of whether an application or a matter is still pending with your 
Commission is, of course, one which is for the determination of the Commission. 

With regard to your statement that the Commission is bound to respect the 
privileged and confidential nature of communications within the executive 
branch of the Government on the principles as set forth in the President’s letter 
of May 17, 1954, to the Secretary of Defense, I concur. Any communication 
within the Securities and Exchange Commission among Commissioners or the 
Commissioners and employees is privileged and need not be disclosed outside 
of the agency. Likewise, any communication from others in the executive 
branch to members of the Commission or its employees with respect to admin- 
istrative matters comes within the purview of the President's letter of May 
17, 1954. 

You inquired specifically whether when a proceeding is pending before the 
Commission a request to the Commission for an adjournment by someone in the 
executive branch outside the Commission is likewise covered. Because such a 
proceeding is quasi judicial in nature, it is my opinion that such a request would 
not be covered by the President's letter of May 17, 1954, and once the proceeding 
is no longer pending before the Commission such information should, upon re- 
quest, be made available by the Commission to an appropriate congressional 
committee, 

Sincerely yours, 
HERBERT BROWNELL, Jr., 
Attorney General. 

I respectfully submit that for the record. 

Senator Keravuver. The letter will be printed in full in the record. 

Mr. Armstrone. In conformity with the last paragraph of the 
Attorney General’s letter—— 

Senator Keravuver. Is that an extra copy of the Attorney General’s 
letter you have there? 

Mr. Armstronc. Mr. Chairman, may I submit, if the committee 
please, a carbon copy for the record so that I may have the original 
of the Attorney General’s opinion for the Commission files ? 

Senator Kerauver. Very well. We will have a copy printed in the 
record. You don’t have a lot of copies of it, do you? Can’t we look 
at the original for a minute? 

Mr. ArmstronG. We are having copies run off. They should be 
here very promptly. 

In conformity with the last paragraph of the Attorney General’s 
letter which I have just read into the record, I should like to inform 
the subcommittee that the action of the Securities and Exchange Com- 
mission on Monday, June 13, 1955, in voting to continue temporarily 
the debt-financing hearings then pending before the Commission upon 
the applications of Mississippi Valley Generating Co., Middle South 
Utilities, Inc., and the Southern Co., was based upon the following 
information conveyed by me as Chairman of the Commission to my 
fellow Commissioners that morning at approximately 9:30 a. m.: 

Phat on Saturday, June 11, 1955, I received a telephone call from 
the assistant to the President of the United States, Hon. Sherman 
Adams, inquiring as to whether the Commission would consider the 
advisability of a brief adjournment of the debt-financing proceedings 
then pending before the Commission in the Mississippi Valley Gener- 
ating Co. matter, for the reason that certain Government attorneys—— 

Senator O’Manoney. What was that date, may I ask? 

Mr. Keerrr. Saturday, June 11. 
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Mr. Armsrrona. Saturday, June 11. 

For the reason that certain Government attorneys interested in this 
proceeding were away from the city of Washington and they desired 
an opportunity to determine whether the United States Government 
which is a party to the power contract between the Atomic Energy 
Commission and the Dixon- Yates companies, might wish, in the pub- 
lic interest, to seek permission of the Commission either to intervene 
or to participate as amicus curiae in the pending debt financing 
proceedings, specifically for the purpose of interposing objections to 
further testimony of the Witnesses Linsley and Wenzell. 

In response to Governor Adams’ inquiry, I stated that I would be 
glad to convey his request to the full Commission for whatever ac- 
tion the Commission might deem appropriate. 

Accordingly on Monday, June 13, 1955, I stated to the Commission 
in substance the conversation I had had with Governor Adams on the 
previous Saturday as above set forth. 

After due deliberation the Commission voted to continue the hear- 
ings in the debt financing proceedings, subject to reconvening at the 
call of the Commission and so instructed the hearing examiner, Mr. 
Ewell. 

We have available, and I should like to have placed in the record 
at this point, certified copies of the Commission’s minutes of. June 
13, 1955, reflecting the action thus taken by the Commission as well 
2s related action by the Commission in response to an inquiry by 
Hearing Examiner Ewell. 

The certified copies are being prepared and will be here in just a 
few minutes. 

Senator Krerauver. When they arrive you call them to our atten- 
tion, and we will have a copy put in the record. 

Mr. Armstrone. On Wednesday morning, June 15, 1955, I was ad- 
vised by Governor Adams that after due deliberation the Government 
attorneys interested in the power contract between the Atomic Energy 
Commission and the Dixon- Yates company had decided that it would 
not be necessary for them to seek permission of the Commission to 
intervene or to participate as amicus curiae in the debt financing pro- 
ceedings as of that time. 

I conveyed this information to the Commission which voted there- 
upon to direct that the hearings resume forthwith or as soon as the 
parties could be gotten together. The transcript of the Commission’s 
minutes reflecting such action has heretofore been placed in the record. 

Although the debt financing proceedings are still pending before 
the Commission and have not been formally disposed of, the Com- 
mission nevertheless has determined that it would be in the public 
interest at this time to make full disclosure of the matters concerning 
which Senator Kefauver inquired in the last paragraph of his letter 
of June 27, 1955. This I have now done. . 

Senator Keravver. Is that the end of your statement? 

Mr. Armstrone. Yes, Mr. Chairman. 

Senator Kerauvrr. Mr. Armstrong, I can’t tell you how glad I am 
personally for the good of the Securities and Exchange Commission, 
in which the people of this country must have full confidence, that 
you have changed your opinion from yesterday and have decided 
to—Mr. Armstrong, I am talking to you and you are leaning back. 

Mr. Armstrong. I am listening, sir. 
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Senator Kerauver. Yes. I like to see who I am talking to. 

[ can’t tell you how delighted I am for the good of the Commission 
in which the people of this country must have the fullest confidence, 
the Commission being formed on the basis of full light and informa- 
tion about securities which are offered to the public, that you have 
changed your mind with reference to answering these questions which 
were asked you yesterday. 

And I am glad that you recognize also that representations and 
information through the members of a commission affecting a case 
or to the public should be out in the open so that the parties on the 
other side might have an opportunity of refuting it, knowing just 
what they are up against, what the facts are, and that this is a quasi- 
judicial proceeding in which the general rules of judicial proceedings 
must take place, so that nobody will be in the dark or have any absence 
of information about what facts and representations come to the 
Commission. 

So i think that this places us in a whole Jot better condition and 
better shape and certainly your attitude here today will take away, 
if I understand your attitude correctly, will take away any question 
that anybody might have as to the fairness of these quasi-judicial 
proceedings by the Securities and Exchange Commission. 

Now, as I understand it, Mr. Armstrong, you are now willing to 
tell us, or other members of the Commission, past and present, tell 
us about any representations made concerning this litigation by out- 


side parties, or by officials of the executive agencies of the Gov ernment; 
is that correct 4 


Mr. Armstrong. It was testified yesterday there were no representa- 


tions made by outside parties, Mr. Chairman, and I have just testified 
about the matter with respect to intergovernmental communications. 

Senator _Krrauver. Let me get this clear. Are you going to tell 
us now, you and your Commissioners, present and past, “what repre- 
sentations or communications or information came to any of you with 
reference to this case? 

Mr. ArmstronG. I have just done that, Senator. 

Senator Kerauver. I know, but we asked you questions about other 
matters yesterday as to what conferences you or members of the 
Commission had, or what representatives you may have made, if any, 
to anybody in the executive department concerning this case. Are 
you willing to make a clean breast of it and tell us all about it now? 

Senator Butter. Isn’t that what they have done, Mr. Chairman? 

Senator Kerauver. No; this does not respond to all of the questions 
we had yesterday. In other words, are you going to give us the whole 
story or are you just going to limit it to this one matter here? 

Mr. Armsrrone. Senator Kefauver, I have given you the whole 
story. And I may say in response to that—— 

Senator Kerauver. If you have given the whole story 

Mr. Armstrong. The Commission has been completely cooperative 
with this committee. 

Senator Keravver. I am not arguing with you, Mr. Armstrong. 
We are just here as friends. 

Senator Butter. If the Chairman wants the country to have — t 
for the Securities and Exchange Commission, as he says he does, I 
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think they have answered completely and fully. They said there was 
no other representation but this one. 

Senator Keravuver. Well, if there are no other, then Mr. Armstrong 
won’t mind us asking about it, and I assume he will respond. 

Senator Butter. Yes, and I assume that this committee will take 
full responsibility for badgering witnesses and other things. 

Senator Kerauver. Well, Senator Butler, you were not here yes- 
terday. 

Senator Burier. No. I am very unhappy that I wasn’t because I 
heard that it was a disgraceful performance. 

Senator Krrauver. Well, we were disappointed in the absence of 
frank responses by the witness, too. 

Senator Butter. Yes. 

Senator Krerauver. But we tried to ask pertinent questions and I 
think we did. 

Senator ButierR. People who say that they are so concerned about 
witnesses having a fair shake before a congressional committee don’t 
show that solicitude when they are on the other side of the table. 

Senator Keravuver. Well, I am sorry the Senator feels that way. 
It is quite apparent he hasn’t ‘ 

Senator Burier. I feel that way and I think the general public 
feels that way. 

Senator Kerauver. Well, we will let the general public assess the 
matter. 

Senator Burier. I think they have. 

Senator Kerauver. That is all right; I am glad the Senator has 
an opinion about it. 

Senator O’Manoney. An opinion formed on hearsay, I might add. 

Senator Kerauver. Well, anyway, we are trying to get at the facts 
here and that is all we have ever tried to do with Mr. Armstrong. I 
was surprised at the turn the matter took yesterday. 

Mr. Armstrong, the question now that I want to get from you, I 
mean the answer, is whether you are now willing to tell us of any 
representations made by anyone whomsoever—you say there were 
none by anybody outside of the Government—by anyone in the Gov- 
ernment, then with reference to this case which was pending before 
the Commission. 

Mr. Armstrronc. Mr. Chairman, I have just stated that the Securi- 
ties and Exchange Commission has made full disclosure to the sub- 
committee on this matter in this statement that I have just read. 

Senator Kerauver. The matter I am talking about, Mr. Arm- 
strong, is not just 

Mr. Armstronc. If you are asking for papers and documents that 
pertain to the quasi-judicial proceeding 

Senator Kreravuver. No. 

Mr. ArmstRoNG (continuing). When the proceeding has been for- 
mally terminated, as we did last October, with this committee, we 
will naturally make those available to the committee. We have been 
completely and firmly cooperative and have made full disclosure, Sen- 
ator Kefauver. 

Senator Burier. May I suggest to the chairman if you have any 
specific thing in mind, ask the witness a question and I am certain 
he will answer it. But the innuendoes of your questions, I think, are 
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unjustified. Now, what have you got on your mind? What do you 
want him to tell you! 

Senator Krerauver. Well, Senator Butler, in my own way, I will 
ask my own questions. 

Senator Butrer. Then I will object to them in my own way, too. 

Senator Keravuver. Very well, that is all right, if you object. Let’s 
get it clear, Mr. Armstrong, that yesterday it was not our intention, 
and we appreciate the fact that any questions as to what you are 
thinking about a case, as the Attorney General here says, concurrent 
review of the facts of the case, of what is taking place before a trial 
examiner or before the Commission, it would not be proper for any 
congressional committee to interfere with, or to have a concurrent 
review of a hearing before, or a matter proceeding in hearing before, 
the Commission. 

We recognize that Congress should not do that and we didn’t in- 

tend yesterd: vy, we did not ask any questions about your thinking 
about the case, what you were basing your decision upon. That would 
be highly improper. 

And by the same token, it would not only be highly improper for 
a congressional committee to do that, but wouldn’t you agree that it 
would be highly improper for anybody in the executive branch to do 
that ¢ 

Senator Burier. Senator, I ask you again, do you have any specific 
information that you want to solicit from this witness? You are ask- 
ing him questions now that are completely hypothetical, and, in my 
opinion, do not require an answer. 

Senator Keravuver. Senator Butler, this man is Chairman of the 
Commission. 

Senator Butter. That is true, and he has made full and complete 
disclosure of the facts within his knowledge. 

Senator Kerauver. We didn’t get anything out of him yesterday. 

Senator Burier. Y ’ got it today. 

Senator Keravver. I don’t know whether we have or not. I don’t 
think we have. 

Senator Butter. The man is under oath. Do you mean to tell me 
you don’t believe him ? 

Senator Keravuver. But you won’t let him answer. 

Senator Burrier. I won’t let him answer ? 

Senator Krrauver. No. You object. 

Senator Burier. I think he has answered fully and completely. 

Senator Krravver. Very well, he should be able to take care of him- 
self. Will the reporter 

Senator Burier. There is something more concerned here than 
him. We are now dealing with the processes of Government and the 
orderly procedures of a senatorial committee. You are such a stickler 
for saying that they are all proper and in good order, now I am 
going to help you out. 

Senator Keravuver. All right, Senator Butler. 

Mr. Reporter, will you read the question to the witness / 

Let me rephrase the question. We of this committee and of Con- 
gress, | am certain, appreciate the fact that it would not be proper 
for us to ask you or the member of any quasi-judicial Commission in 
connection with your thinking or having a concurrent review of a 
case before a commission—you must have independence in making 
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the decision. We did not ask you about that yesterday. It is not my 
intention to ask you about it today. But inasmuch as Congress should 
not make any representations affecting the outcome of a case pending 
before you, do you think that any member of the executive branch of 
the Government should properly make any representations? 

Mr. ArmstrronG. Do you mean, Senator, to the merits of the case, 
as to how the Commission reaches its decision ? 

Senator Krerauver. That is what I am talking about. 

Mr. Armstrone. Of course not. 

Senator Keravver. All right. Now, are you willing now to tell us 
of the conferences that you have had with people in the executive 
branch of the Government with reference to this case ? 

Mr. Armstrona. I made full disclosure on that subject. 

Senator Kerauver. Have you told us about all of the conferences 
that you have had? 

Mr. Armstrone. Yes, sir. 

Senator Keravver. And you are willing, and you feel it is in the 
public interest, for you to know about any conferences affecting this 
case that you or any members of the Commission have had? 

Mr. Armstrronc. With members of the executive branch ¢ 

Senator Krerauver. Yes. 

Mr. Armstrrone. We haven’t had any. 

Senator Krerauver. Well, I am just asking vou—— 

Mr. Armstrone. I have testified to it, Mr. Chairman. 

Senator Krravver. Mr. Armstrong, I am just asking you a simple 
question. Is it all right with you, as Chairman of this Commission, 
for us to ask you and “other members of this Commission, present and 
past, of any conferences you or they have had with officials or agents 
in the executive department of the Government with reference to this 
case ? 

Mr. Armstrona. Senator, yes, as far as I am concerned. I have 
nothing to say on the subject of what you ask the other members of the 
Commission. 

Senator Keravuver. Is it all right for us to ask it? I just wanted to 
ask you, Mr. Armstrong, and you say it is? 

Mr. Armstrone. Yes, sir; and I have answered. 

Senator Krrauver. You understood that applies to all the members 
of the Commission here, and any other members of the Commission 
who participated in this decision ¢ 

Mr. Armsrrona. There are no other members of the Commission, 
Senator Kefauver. 

Senator Kerauver. I mean, past members of the Commission who 
participated in this decision, in this matter, who were at the Commis- 
sion at the time this case was under consideration. 

Mr. Armstrone. There are none to my knowledge, if I understand 
what you are saying, sir. 

Senator Kerauver. Wasn’t Mr. Demmler there part of the time? 

Mr. Armstrone. In the Mississippi Valley debt financing ? 

Senator Knrauver. Yes. When did he retire as Chairman or resign 
from the Commission ? 

Mr. ArmstronG. Senator Kefauver, I believe that Mr. Demmler re- 
tired on the 24th or the 25th of May. I would have to check the rec- 
ord. I believe it was the 25th because he retired and I became Chatr- 
man at the same time. 
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Senator Kreravver. That was 1955? 

Mr. Armsrrona. Yes, sir. 

Senator Krravuver. Well, then he was there part of the time and if 
he doesn’t know anything about it, why then if we should decide to talk 
with him, it wouldn’t do any harm. If he does know something about 
it, why then it is all right for him to tell us. 

Mr. Armstrong. My answer to your question, Senator Kefauver, is: 
q question what position I am in as to the questions you should ask of 
the Commission or former Commissioners. 

Senator Kerauver. You are the present chairman. T just want to 
get your attitude whether it is all right for us to ask you and other 
members of the Commission and Dr. Demmler if he knows anything 
about it, if he wants to answer it. 

Senator Burier. Hasn’t the chairman read the Attorney General’s 
opinion? I think that speaks for itself. 

Senator Kerauver. That doesn’t preclude us from our position, Sen- 
ator Butler, whether any representations made concerning this case 
are all right. 

Mr. Armstrone. And my answer to you, sir, is in conformity with 
the opinion of the Attorney General which I have read, the last. para- 
graph of it, and it uses the phrase: 
once the proceeding is no longer pending before the Commission, such informa- 
tion should, upon request, be made available by the Commission to an appro- 
priate congressional committee. 

I rely upon the opinion of the Attorney General. 

Senator Krrauver. Then it is all right for us to ask about represen- 
tations made by anybody in the executive department of you or any 
prior members of the Commission that had anything to do with this 

case? That is what I am asking. 

Mr. Armstrong. Mr. Chairman, I think I have testified very clearly 
on the subject. Of course, it is all right to ask me. T can’t speak for 
my fellow Commissioners or former Commissioners, and I rely on the 
opinion of the Attorney General of the United States. 

Senator Krrauver. Of course you can’t, but I am just asking your 
attitude as the chairman of this Commission. 

Now, before we start asking about the Attorney General’s letter, I 
think that as far as I am concerned, I would at least like to note an 
exception, in view of the history of the quasi-judicial agencies, such as 
the Securities and Exchange Commission and the Federal Trade Com- 
mission and other agencies : of that kind in the Government, I want the 
record to note that I do not agree with some of the conclusions reached 
by the Attorney General in his letter. 

I think the Humphries case back in the early thirties and the opin- 
ion by Justice Holmes, the quotation of which is very brief, says that 
in connection with their judicial functions that they must— 
credit themselves by acting in accordance with the cherished judicial tradition 
embodying the basic concepts of fair play. 

That is Justice Holmes in Morgan v. U.S. (305 U.S.) 

The fact that they may not be removed by the President, these Com- 
missioners, the fact that all parties to the litigation are entitled to 
know all of the facts, all representations made, I cannot agree with 
the Attorney General’s opinion, but I am just expressing my own. 
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Senator Langer and Senator O’Mahoney and Senator Butler may 
wish to express themselves just for the record. 

Senator O’Manoney. Mr. Chairman, I would like to read a portion 
of the Attorney General’s letter just for the purpose of analysis so 
that we will be sure that not only the members of the committee but 
the members of the Commission have an agreed interpretation of what 
it means. 

In the third paragraph the Attorney General says: 

With regard to your statement that the Commission is bound to respect the 

privileged and confidential nature of communications within the executive 
branch of the Government on the principles set forth in the President’s letter 
of May 17, 1954, to the Secretary of Defense, I concur. Any communication 
within the Securities and Exchange Commission, among Commissioners or the 
Jommissioners and employees is privileged and need not be disclosed outside 
of the agency. Likewise any communication from others in the executive 
branch to members of the Commission or its employees with respect to adminis- 
trative matters come within the purview of the President’s letter of May 17, 
1954. 

Now, do you interpret this, Mr. Chairman, as meaning that the 
privilege which is asserted here is confined to administrative matters, 
or do you interpret it to mean that the Attorney General says that 
information, instructions, directions, advice, may come to the Commis- 
sion or members of the Commission from any part of the executive 
branch of the Government outside of the Commission, telling you that 
to do with respect, or advising you what to do with respect, to the 
quasi-judicial function which is imposed upon you by law, and which 
information may be withheld from other parties involved in the liti- 
gation as well as from Congress seeking to investigate? 

Senator Burier. Senator, I don’t think there is any evidence in 
this case that anybody told anybody what to do, or advised anybody. 

Senator O’Mauoney. I didn’t say there was, sir. 

Senator Butter. You used those two words, and I think they are 
very significant words. There was no such language used. 

Senator O’Manoney. The Senator from Maryland will realize 
that I am trying to find what the interpretation of this letter means. 
My question implies nothing. It is seeking to clear up the meaning 
of this letter. My question is clear, is it not, Mr. Armstrong? 

Mr. Armstrone. I wish we could have it read back, Senator 
O’Mahoney. Itisavery long question. Iam notsure it is susceptible 
of a yes or no answer. 

Senator Keravuver. Let the reporter read the question. 

(The reporter read back the question.) 

Mr. Armstrone. I wonder if we could split the question up and 
answer the first part of it? 

Senator O’Manoney. Yes; you may split it up any way you wish. 

Mr. Armstroné. Which has to do, as I understand it, that the last 
sentence of paragraph 3 relates only to administrative matters. And 
I think, Senator O’Mahoney, that the opinion has to be read as a 
whole. And in the last paragraph it talks about quasi-judicial 
matters. 

I think the opinion has to be read together. I think the opinion 
stands on its own feet. 

Now, the second part of the question, I am not sure of because 
I don’t have it in mind. It is a very long question and I would like 
to answer it. 
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Senator O’Manoney. I think you do want to answer it. Mr. Arm- 
strong, I will try to split the question for you. 

The Attorney General, in the concluding sentence of the third para- 
graph, says: 

Likewise, any communication from others in the executive branch to members 
of the Commission or its employees, with respect to administrative matters, 
comes within the purview of the President’s letter 

Senator Butler, will you be good enough to—— 

Senator Butter. Iam sorry. I was whispering. 

Senator O’Manonry. I know. You were whispering to one of the 
witnesses. 

Senator Burter. No; I was whispering to Counsel, not a witness. 

Senator O’Manoney. He is a witness; one of the witnesses. 

Senator Bur.ter. Not a witness at the moment. 

Senator O’Manoney. All right. [Reading:]} 

Likewise, any communication from others in the executive branch to mem- 
bers of the Commission or its employees with respect to administrative matters 
comes within the purview of the President’s letter of May 17, 1954. 

Now, I read the whole paragraph because, clearly, this sentence 
refers exclusively to communications from others in the executive 
branch with respect to administrative matters. The sentence im- 
mediately preceding that refers exclusively to communications within 
the Securities and Exchange Commission. 

Now, with that statement in that sentence I have complete agree- 
ment. It would be disorderly, the operation of any Commission 
would be made almost impossible, if questions could ‘be asked with 
respect to communications within a Commission by members of the 
Commission with the employees and others. You couldn’t maintain 
any discipline, you couldn't maintain any regularity of operation. 

With that, I completely agree. I agree that no committee of 
Congress, for example, should have any sources of leaks. 

Mr. Armstrone. What? 

Senator O’Manoney. Should have any leak sources of information 
from any employee of your Commission. That would be in violation 
of orderly procedure of government. 

But we are now talking about the specific thing concerning which 
you were interrogated yesterday, saniaty, communications from other 
branches of the executive government, not within the Securities and 
Exchange Commission. 

Now, with respect to that phase of the issue, the Attorney General 
in this letter, in this third sentence which I read, seems to confine 
it completely to administrative matters. Do you agree that that is 
what he says? 

Mr. Armstrona. In that sentence, certainly. 

Senator O’Manoney. All right then 

Mr. Armstrone. But I do submit that the letter has got to be read 
as a whole. The opinion has got to be taken together. 

Senator O’Manonry. Of course it has, of course it has. There is 
no doubt about that. But to take it together, you have got to analyze 
its parts. Don’t you agree on that? 

Mr. Armstrone. Yes. 
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Senator O’Manonry. Now let’s come to the next paragraph: 


You inquired specifically whether when a proceeding is pending before the 
Commission a request to the Commission for an adjournment by someone in the 
executive branch outside the Commission is likewise covered. 

And then he goes on to answer that question : 

Because such a proceeding is quasi-judicial in nature, it is my opinion that 
such a request would not be covered by the President’s letter of May 17, 
1954, and once the proceeding is no longer pending before the Commission, such 
information should, upon request, be made available by the Commission to 
an appropriate congressional committee. 

Now, what I am trying to find out from you is whether you or any 
member of the Commission or any of your legal advisers interprets 
that to mean that a communication from any other brnach of the 
executive department may properly be directed to you with respect 
to the operation of your quasi-judicial duties, and that when asked 
about such a communication, affecting your judicial proceedings, not 
your administrative, you would have a right to refuse to answer a 
question from Congress ? 

Mr. Armstrona. I want to hear that last clause again. 

Can you read back about two lines? 

(The reporter read back the question. ) 

Senator O’Manonry. Is the Senator from Maryland advising the 
witness how to answer? 

Senator Butter. I am not. I don’t know that the witness is a 
lawyer, and why he is called 

Mr. Armstrone. I am, Senator. 

Senator Butter. All right, if he is a lawyer, I guess he can construe 
an opinion, but if he wasn’ *t, T thought it would be a little peculiar 

Senator Kerauver. He is not only a graduate of Harvard Law 
School, he has practiced law for a long time. 

Senator Butter. I just wanted to clear that up. 

Senator O’Manonry. I want the Commissioner’s answer, not the 
answer of the Senator from Maryland. I can get that any time on the 
floor or elsewhere. 

Senator Keravuver. All right, Mr. Armstrong. 

Mr. Armstrona. As I understand the question, Senator O’Mahoney, 
in relation to the Attorney General’s opinion, particularly the last 
sentence of it, quasi- -judicial proceedings are privileged, though not 
under the May 17 letter of the President to the Secretary of Defense, 
just as communications between judges and their law clerks are 
privileged. 

Senator O’Manoney. Oh, that isn’t what I am asking about. I 
am asking about suggestions, directions, advice from other branches 
of the executive government. 

Of course, communications among the members of the Commission 
and their clerks on the quasi-judicial functions are privileged. I 
have no quarrel about that. I am trying to delve into this matter 
of outside interference. 

Senator Butter. I 

Senator O’Manonery. Pardon me, Senator. The letter of the At- 
torney General is a very lawyerlike letter. 

Senator Butter. It is a very nice opinion. 

Senator O’Manonery. And it is confined to administrative matters. 
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Senator Butter. But the Senator insists upon saying, “outside ad- 
vice and other persuasive means.” There is no evidence in this case 
of any such advice or any such means being exercised. Until there 
is, I don’t think the witness should be questionad in that manner. 

Senator O’Mauonry. Senator, I am asking this question, not upon 
the basis of any testimony that has been made here. 

Senator Butter. Well, I think that question should be confined 
to that. 

Senator O’Manoney. Or any charge that has been made here, but 
upon the basis of a letter which has been presented by this witness 
to this committee, and I think this committee is entitled to under- 
stand how it is interpreted so we are questioning the witness on the 
material that he presented. I didn’t bring it up. He brought it up. 

Senator Kerauver. Proceed, Senator O’Mahoney. 

Your question is germane and important. 

Senator O’Manoney. You understand, Mr. Armstrong, your an- 
swer just now was with respect to communications within the Com- 
mission. I agree that they are privileged, of course. You couldn’t 
operate if they weren't. You couldn’t search your own mind if you 
couldn’t ask for argument upon matters. 

But I am trying to find out, since the Attorney General has said 
specifically that a communication from others in the executive branch 
to members of the Commission or its employees with respect to ad- 
ministrative matters comes within the purview whether you believe 
that this letter allows such communications, to use the word of the 
Attorney General, “from others in the executive branch to members 
cf the Commission or its employees with respect—” and now I change 
from the Attorney General’s letter to my own language—to the quasi- 
judicial functions of the C ommission, 

Mr. Armsrrone. I think the quasi-judicial functions of the Commis- 
sion, Senator O’Mahoney, are privileged and that doesn’t refer to 
the M: iy 17 letter. But I would like to answer the question, unless 
you W ant to interr upt my answer 

Senator O’Manoney. Oh, I want your answer. I want you to an- 
swer in your own words, in your own time. 

Mr. Armstrone. This Commission, in the interest of complete dis- 
closure to this committee, has not relied upon the technical fact that 
the proceedings in the Mississippi Valley debt financing are still 
before us. Now, notice that the Attorney General in the last sen- 
tence says, “once the proceeding is no longer pending.” 

We don’t rely on that. In the public interest, in the interest of 
full disclosure to this committee and in cooperation with this com- 
mittee, Senator O'Mahoney, my statement is perfectly clear as to 
the communication that this committee, under the last paragraph 
of the Attorney General’s letter, states. 

Senator O’Mauoney. Are you trying to tell this committee that 
the Securities and Exchange Commission, charged with its respon- 
sible duties, may receive suggestions and advice from persons in other 
branches of the executive government who are not on the Securities 
and Exchange Commission with respect to the manner in which they 
shall render a decision ? 

Is the decision of the Securities and Exchange Commission upon 
any matter before you, outside of the administrative field, at any 
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time subject to suggestion or advice or dictation from anybody, 
whether he be in the White House or not ? 


Senator Butier. Or in the legislative branch. 

Senator O’Manoney. Or in the legislative branch, yes. I said 
anybody. 

Mr. ArmsrronG. There is no dictation in this or any other case 
from anybody in the executive branch of the Government of the 
quasi-judicial decisions of the Securities and Exchange Commission. 

Senator O’Manoney. I am very glad to have your statement that 
that is a fact and I accept it. 

Mr. Armstrong. There is no question about it. It has been histori- 
cally true, and it is true today. 

Senator O’Manoney. But I am trying to find out what this advice 
to you means in your opinion. 

Mr. ArmsTrRoNG. Senator O’Mahoney, let me respond to that by 


saying that this is the opinion of the Attorney General and I didn't 
write it, and the Commission construed 


Senator O’Manoney. But you will enforce it? 

Mr. Armstrrone. And in relying on it made the statement which 
I made here today and disclosed the matter which I disclosed. 

Senator O’Manoney. Do you still refuse to say whether or not in 
your opinion the Securities and Exchange Commission can receive 
advice and suggestions from people outside of the SEC, in the dis- 
charge of its quasi-judicial functions? 

Mr. Armstrona. I don’t think I have refused to answer that ques- 
tion. 

Senator O’Manonery. Well, do you answer it then? 

Mr. Armstrona. I think I have. 

Senator O’Manonry. How ? 

Mr. Armstrone. But I answered that question—— 

Senator O’Manonry. You can answer it yes or no. 

Senator Butter. Let him answer it. 

Mr. Armstronc. By saying that the decisions of the Commission 
in quasi-judicial matters are based upon the record before it only, and 
based upon oral argument by counsel in open proceedings before the 
Commission. That is what they are based on. 

Senator O’Manonry. Now, you are saying something that you have 
heretofore not said. The decisions of the Commission, you tell us, 
are based wholly upon the record before you. 

Mr. Armstrone. No question about it. 

Senator O’Manonry. And nothing else? 

Mr. Armstrone. That is correct. On quasi-judicial matters that 
are properly before it. 

Senator O’MAnoney. Do all the members of the Commission say 
that? I wish each member of the Commission, giving his name for 
the record, will respond. 

Senator Kerauver. Mr. Adams, you are first. 

Mr. Apams. Absolutely so, on any communication or category. 

Senator Kerauver. Mr. Goodwin. 

Mr. Goonpwin. Yes, sir: I agree absolutely. 

Mr. Orrick. I am in total accord. 
Senator Krrauver. And Mr. Orrick? 

Mr. Orrick. I am in total accord, Senator. 
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Senator Burier. Now, that this Commission has been catechized, 
do you have anything specific i in mind? I come back to that again. 

Senator O’Manonry. No; I want to be sure, sir, that there will be 
no interference hereafter. 

Mr. Armstrong. There hasn’t been any. 

Senator Butter. I want you to show interference now, if you can. 
That is what I am asking you to show. 

Mr. Armstrone. There hasn’t been any, Senator. 

Senator O’Manoney. I am glad to hear you say that. 

Senator Burrer. Instead of putting the innuendo out to the people 
of this country that there is, we say there isn’t. Now show that 
there is. 

Senator O’Manonry. We would go into another investigation if 
I were to attempt to do that, Senator. 

Senator Butter. Go into another investigation. You don’t seem 
to mind those investigations. 

Senator O’Manonry. I want this record to show, and it does now 
show, so far as this Commission is concerned, that outside of the 
administrative functions of the Commission, nothing but the testi- 
mony properly presented in the record is considered in rendering any 
decision in the quasi-judicial 

Senator Burier. I want this record to show on the basis of the testi- 
mony in this case that sort of questioning is impertinent. 

Senator O’Mauonry. It is the Senator from Maryland who is im- 
pertinent. This question is perfectly relevant. 

Senator Krravuver. Proceed, Senator O’Mahoney. 

Senator O’Manoney. That is all. We have got the answer. 

Senator Krerauver. Senator Langer, do you have any questions to 
ask at this time? 

Senator Lancer. No questions. 

Senator Kerauver. Mr. Armstrong, if I now understand what is 
meant by the Attor ney General’s letter, then I would certainly agree 
with the interpretation that Senator O’Mahoney has given. 

You have testified, and other members of the Commission have 
testified, that you do not, and have not, considered any other matters 
in the rendering of this decision, or any other decision except the 
testimony and the argument before the Commission. 

Mr. Armsrrone. Yes. 

Senator Kerauver. Now, if representations pertaining to a case—— 

Mr. Armstrong. What was the first word, Mr. Chairman? 

Senator Krerauver. I say, if representations ‘pertaining to a case—— 

Mr. Armstronc. I have testified there have been none, Senator. 

Senator Krerauver. You hadn’t let me finish the question. 

Mr. Armstrong. I am awfully sorry, excuse me. 

Senator Keravver. If representations pertaining to this case or any 
other case in a Democratic or Republican administration, it makes 
no difference, were made to the Chairman or a member of the Com- 
mission in the performance of its quasi-judicial function, then I take 
it you would interpret the Attorney General’s opinion that it would 
not be privileged and that you w ould testify about it when called upon 
by an appropriate congressional committee ? 

Mr. Armstrona. There haven’t been any. 
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Senator Krerauver. I am not asking you whether there have been. 
But if there had been, or if there is in the future. Do you understand 
my question? I think it is important. 

“Mr. Armstrong. I would like to answer your question, Senator, but 
I think it is a totally hypothetical question based upon a hypothesis 
that I have testified isn’t true. I have testified that the Commission 
makes its decisions on the record before it and not on the basis of 
anything else. 

Senator Keravuver. Mr. Armstrong, this is a simple matter, assum- 
ing it is hypothetical, let’s say in the future while you decide cases 
on the facts as brought out in the record and the argument of counsel, 
if any representations calculated to influence the decision in the case 
were made to you by members of Congress or by anyone in the execu- 
tive department of Government, you ‘would consider that that is not 
privileged and you would respond and tell about it in response to a 
proper question by an appropriate congressional committee ? 

Mr. Armstrona. After the hearing is over. 

Senator Burier. Yes; after the hearing is over. 

Mr. ArssrronG. That is what the Attor ney General’s opinion says, 
and I am in accord with that. 

Senator Keravuver. This is not an argument of the facts in the 
record. Iam talking about representations outside of the record which 
does not constitute, as the Attorney General says, “a concurrent con- 
eressional review.” 

In other words, take just a hypothetical case. Suppose you have a 
case up and anyone, the Congress or any department of Government, 
while the case is pending, comes down and says, “We think it would 
help out a whole lot in some way or another” 

Senator Butter. What is the purpose of this question, Senator? 
There is no such evidence in this case. This is a fine Commission 
operating under the laws of the United States. 

Senator Kerauver. Senator Butler 

Senator Burirr. | object to the innuendo of the questions. 

Senator Kerauver. I am trying to get the interpretation—— 

Senator Burirr. You say you want to get the people to respect this 
Commission. Don’t you want them to respect this committee too? 

Senator Krracver. Senator Butler, [ am trying to get the attitude 
of the 

Senator Burirer. The attitude has been solicited of this witness, 
and he has answered. 

Senator Kerauver. I am trying to get the interpretation of this 
witness as to the Attorney General’s opinion. 

Senator O’Manonry. Mr. Chairman, may I suggest that in answer 
to the questions which I have propounded—— 

Mr. Armstrronc. What ? 

Senator O’Manoney. In the answer to the questions that I have 
propounded, the Chairman of the Commission, and each member of 
the Commission, specifically stated for the record that in the quasi- 
judicial functions and operations of the Commission, when the case 
is before them, they would act only upon matters presented to them on 
the record. Now that is the—— 

Senator Burrer. And may I respectfully suggest that if there was 
any improper motivation, they would disclose it to any duly organ- 
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ized committee of the Congress. I don’t see how you can get any fairer 
answer than that. 

Senator Kerauver. That was the question I was trying to ask Mr. 
Armstrong. 

Senator Burirr. It has been answered. 

Senator Kerauver. Let him answer it, Senator Butler. 

Senator Burier. These people are busy people. They have got 
work to do. 

Senator Krerauver. I think we would get along better if he would 
just answer the questions. 

Mr. ArmstronG. May I answer it, Senator Kefauver ? 

Senator Krrauver. Yes; go ahead. 

Mr. Armstrrona. By saying that as I understand your question, 
the matter that would be asked about by a person in the executive 
branch, or as I understood you to say, by a member of the United 
States Congress, would be wholly improper in your hypothesis. 

Senator Kerauver. And you would respond, you would be willing 
to tell it to an appropriate Member of Congress ? 

Mr. Armsrrone. At the proper time, certainly, certainly. But I 
think it is fair to say that the Attorney General’s opinion says noth- 
ing about representations that are made by Members of Congress. 

Senator Keravver. Well, | am just including Congress in it. 

Mr. Armstrone. Yes; I understand that, but 1 thought it was my 
duty to respond to that question. 

Senator Kreravver. Mr. Keeffe, do you have some questions? 

Mr. Kerrre. Your statement, Mr. Armstrong, was that on June 11, 
1955, I believe, which was a Saturday preceding Monday, June 13, 
Sherman Adams called you on the telephone. Is that right? 

Mr. Armsrrone. Certainly. 

Mr. Keerre. Will you tell us what he said and what you said? 

Mr. Armsrrona. I have stated it. I stated the conversation as I 
reported it to the Commission and on the basis of which the Commis- 
sion acted. 

Mr. Keerre. All right. Would you tell me what Government 
attorneys Sherman Adams referred to? In the statement as you read 
it, you said that Governor Adams said that Government attorneys 
were to intervene in this proceeding. 

Mr. Armstrona. I didn’t say that. 

Mr. Keerre. Did he tell you what Government attorneys were to 
intervene ? 

Mr. Armstrona. I didn’t say that, sir. 

Mr. Keerre. It was very hard for me to follow the statement as 
you read it. 

Mr. Armstrona. Well, if you will turn to page 2—— 

Mr. Keerre. Can’t you tell me from your recollection ? 

Mr. Armstrona. I will tell you the way I testified to it. 

For the reason that certain Government attorneys interested in this 
proceeding were away from the city and they desired an opportunity 
to determine whether the United States Government, which was a 
party to the power contract between the Atomic Energy Commis- 
sion and the Dixon-Yates companies, might wish, in the public in- 
terest, to seek permission of the Commission either to intervene or 
participate as amicus curiae. 
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Now, I think you should understand that this proceeding in the 
debt financing had been preceded by a proceeding before the Com- 
mission in the common-stock financing. 

Mr. Keerre. I understand that, Mr. Armstrong. 

Mr. Armstrrone. And in that case the Atomic Energy Commis- 
sion made a request for permission to participate amicus curiae in that 
proceeding, and the situation, as I understand it, as between this 
request and that, was comparable. 

Mr. Kerrre. Are you correct about that? I understood that neither 
the Atomic Energy Commission nor the Department of Justice ever 
elected to intervene in either proceeding. 

Mr. Armstrone. I said they participated amicus curiae. 

Mr. Krerre. Did they come in as a party ? 

Mr. Armsrrone. Amicus curiae. 

Mr. Keerre. They filed a brief? 

Mr. Armstrone. Yes. 

Mr. Krerre. Was there an order that they were in as amicus curiae ? 
T understood they were never made a party either as amicus curiae or 
as an ordinary party. 

Mr. Armstrona. Well, I don’t think you have been correctly in- 
formed, Mr. Keeffe. There were Government attorneys, and I was on 
the bench, and they argued before us and they filed memorandums of 
law, and all of those materials have been filed with this committee 
long since. 

Mr. Keerre. Your statement 

Mr. Armstrone. Now, as to who the Government attorneys were, 
I frankly don’t remember, nor did I inquire. 

But, bearing in mind the fact that the AEC had been in as amicus 
in the common-stock financing, it seems to me that I was entitled to 
take from the Governor’s statement, with respect to Government 
lawyers, just what is in it, that there were Government lawyers who 
were not in the city of Washington. 

Mr. Kererre. He didn’t tell you what Government lawyers were 
involved ? 

Mr. Armstrone. I didn’t say that. I said I don’t remember. 

Mr. Keerre. I want to know what Governor Adams said. Did he 
say Government lawyers? Did he say precisely word for word what 


is in your statement, or did he specifically refer to what Govern- 
ment lawyers he meant ? 


Mr. Armstrone. I don’t remember. 

Mr. Krerre. I mean it seems inconceivable to me that he could have 
talked like that statement. 

Mr. Armstrone. Well, I think that that is a very unfair statement 
of you to make, Mr. Keeffe, because I have reconstructed this thing 
end put this down on paper as I remembered it last night, and this was 
a conversation that, as I have testified, occurred on June 11. I 
searched my memory, and this is his statement as I repeated it to the 
Commission when the Commission met on that Monday morning and 
on the basis of which the Commission acted. 

Senator Kerauver. Mr. Armstrong, let’s see if we can get this 
straight; the equity financing had been already decided by the SEC? 

Mr. Armstronec. And it is now pending in the court of appeals. 

Senator Keravuver. Just a minute. 

Mr. Armstrona. I am sorry. 
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Senator Kerauver. That was heard by the Commission sitting en 
bane. 

Mr. ArMsTrONG. Yes, sir. 

Senator Krerauver. And then after the decision of the Commission 
in the equity financing, the State of Tennessee, et al., appealed to the 
court of appeals; isn’t that correct ? 

Mr. Armstrong. Yes. 

Senator Kerauver. And the matter is now pending in the Court 
of Appeals for the District of Columbia? 

M. ArMsTRONG. Yes. 

Senator Keravuver. And that involved the proposed common and 
maybe some preferred stock of the Mississippi Valley Generating 
Co. 

Mr. Armstrong. All common. 

Senator Kerauver. Common only. And in this proceeding which 
we had before us on June 13, the time we are talking about now, was 
a proceeding in connection with the bond financing; is that correct ? 

Mr. Armstronc. And notes. 

Senator Kerauver. Well, anyway bank borrowing and bond 
financing ? 

Mr. ArmstronG. That’s right. 

Senator Kerauver. Ninety-one or two million dollars, whatever it 
was. 

Mr. AkmstronG. One hundred twenty. 

Senator Krerauver. $120 million. 

Senator Lancer. Mr. Chairman, in this equity proceeding, did 
Government lawyers appear ? 

Mr. ArMstronG. As amicus curiae, Senator Langer. 

Senator LANGER. And they filed briefs and made argument? 

Mr. ArmstroNG. That’s correct. 

Senator LANGER. Do you know who they were? 

Mr. Armstrone. I beg your pardon. 

Senator Lancer. Do you know who they were? 

Mr. ArmstronG. The Atomic Energy Commission was represented 
by the Department of Justice. 

Senator Kerauver. The Atomic Energy Commission was repre- 
sented by the Department of Justice. hak what lawyers were there, 
sir? 

Mr. ArMstronG. Senator Kefauver, I don’t remember the names 
of the Government attorneys that appeared before us, but all of that 
record is on file with this committee, and I would be glad if the com- 
mittee desires, to dig that information up and make it available to 
you. 

Senator Kerauver. Do any of the Commissioners remember who 
the Government lawyers were representing the Atomic Energy 
Commission ? 

Mr. ArmstroncG. If you would excuse me just a minute, I will ask 
this one question of Mr. Timbers, our general counsel. He might 

Senator Kerauver. Consult with him, if he knows. 

(The witness consulted with counsel.) 

Senator Kreravuver. It was George S. Leonard; was it not? 

Mr. Trmpers. He was one of them. 

Senator Kerauver. Was it George S. Leonard, who was one of the 
attorneys? 
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Mr. Trmpers. He was one of a number. From the Atomic Energy 
Commission there was Bill Mitchell, the General Counsel, Mr. Mor- 
rison, attorney of the staff, from the Department of Justice Warren 
Berger, recently appointed to the Court of Appeals for the District 
of Columbia, Mr. McGinnis, and I think that is the sum total of the 
attorneys who appeared on behalf of the Government in that common- 
stock financing. 

Senator KEFrauver. Now, these attorneys appeared with My. Cook, 
of the Atomic Energy Commission; is that correct? Mr. Leonard 
and Mr. Berger, the Government attorneys, appeared with Mr. Rich- 
ard Cook, of the Atomic Energy Commission. Is that right, Mr. 
Armstrong? 

Mr. Armstrona. I am doing my best to recall. These were pro- 
ceedings back in November and there were a great many attorneys 
and witnesses before us. But so far as I know, without refreshing 
my mind from the record, I believe it is, Senator. 

Senator Krerauver. Here is what Mr. Leonard said. One of our 
staff members has copied it out of the record: 

My name is George S. Leonard from the Justice Department. We appear 
for the witness who is taking the stand pursuant to formal request of the 
Commission and we appear specially only for the witness and not in the hearing 
in general. 

Do you remember that? 

Mr. Armsrrone. I don’t have any direct recollection of it. 

Senator Keravver. But in any — 

Mr. Armsrrone. But that, sir, was not the only appearance that 
was made. That was a limited en irance for that very purpose 
and that is not the general appearance of amicus curiae that they made. 

Mr. Kerrre. Have you a written record of that or the date, because 
we have searched the record and we can’t find that they appeared 
before the Securities and Exchange Commission. We do find that the 
Government filed a brief amicus in the Court of Appeals. 

Mr. Timpers. Also filed a brief amicus before the Commission which 
is a public record. 

Senator Burier. And is part of this record. 

Senator Kerauver. Here is the record. 

Mr. Armsrrone. And it was furnished to the committee. 

Senator Burier. A part of this very record. 

Senator Kerauver. Anyway, it is not terribly important but here 
is the record at page 186. 

Mr. Armstrona. May I say something off the record to Mr. Keeffe? 
If there is any document missing to that thing in your files, it is my 
understanding that everything has been furnished, but if you are miss- 
ing anything, we will furnish ‘it to you. 

Mr. Keerre. I appreciate that, Mr. Armstrong. I am not suggest- 
ing that anything has been withheld. I am simply saying that our 
search of the record does not show the Government was a party. 

Mr. Armstrong. You sent a man over yesterday to go into that 
and we gave him the run of the shop. 

Mr. Keerre. Yes. 

Senator Krravuver. Mr. Armstrong, on page 186 of the record of 
June 18, when Mr. Cook was about to appear, take the stand, this 
took place: 
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Mr. Leonarp. With regard to the appearance on the stand of Mr. Cook, I would 
like to make a statement for the record. My name is George S. Leonard from the 
Justice Department. We appear for the witness who is taking the stand pursuant 
to a formal request of the Commission, and we appear specially only for the wit- 
ness and not in the hearing in general. 

HEARING EXAMINER. I believe you made a somewhat similar appearance in a 
prior proceeding. 

Mr. LEonArD. That is correct, sir. 

HEARING EXAMINER. Very well, Mr. Cook, will you take the stand please, and 
will you first be sworn? 

Whereupon, Mr. Cook testified. 

Mr. Krerre. What is the date of that, Senator ? 

Senator Kerauver. June 8, 1955. 

Now, the question is, Mr. Armstrong, did not the attorneys for the 
Government inform the Commission that the Commission would have 
to goon and carry out its statutory duty of course without their partici- 
pation ¢ 

Mr. Armsrrone. I was having difficulty hearing that. There was 
some noise if you gentlemen will forgive me. I honestly did not hear 
your question. 

Senator Krerauver. Did not the attorneys for the Government in- 
form the Securities and Exchange Commission that the Commission 
would have to go on and carry out its statutory duty without partici- 
pation as amicus curiae on the part of the Government attorneys ! 

Senator Burier. Which financing is this, common or the bond 
financing ? 

Senator Kerauver. Well, in the equity financing as well as in the 
bond financing. Was that not the statement that the Government 
attorneys made to you? 

Mr. Armstrone. Well, everything that the Government attorneys 
said is a matter of record. 

Senator Krrauver. Very well. 

Mr. Armsrrona. | can’t remember what Government attorneys said 
in an oral argument before the Commission last November, but I think 
it should be perfectly clear that the Atomic Energy Commission inter- 
vened as amicus curiae and was represented by lawyers of the Depart- 
ment of Justice before us, and filed a brief. 

Mr. Krerre. Was that Mr. Leonard, Mr. Armstrong? 

Mr. Armstrrona. I don’t remember, but the record shows. 

Mr. Kerrre. This statement of June 8 of Mr. Leonard is to the effect 
that he appeared only for the witness and not for the Atomic Energy 
Commission and Justice. 

Mr. ArmsrronG. That is a separate matter I just stated. Would 
you let Mr. Timbers respond to this, Mr. Chairman 4 

Senator Krrauver. All right, Mr. Timbers. 

Mr. Trmpers. An issue was raised during the common-stock 
financing with respect to the legality of the contract between the 
Atomic Energy Commission and the Dixon-Yates group. 

The Department of Justice of its own initiative came in and asked 
for permission to participate as amicus curiae for the purpose of ex- 
pressing its views upon that issue of legality. They were granted per- 
mission. They filed a brief. They participated in argument and 
continued that same participation through the Court of Appeals for 
the District of Columbia. 
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I think that is the sum total of the Government’s participation in 
the common-stock financing before the Commission and in the court 
of appeals. 

Senator Kerauver. Very well. 

Now, Mr. Armstrong, what time of the day was it on Saturday, the 
1ith, Mr. Sherman . called you? 

Mr. Armsrrone. Well, I don’t—just a minute now. I don’t re- 
member reporting | what time of day it was when I discussed the call 
with the Commission. To the best of my recollection, it was in the 
afternoon, early afternoon. 

Senator Kerauver. Were you in your office or were you at home? 

Mr. Armstrong. Home. 

Senator Burier. This was on Saturday afternoon? 

Mr. Armstrone. Yes; that’s right, Senator Butler, Saturday after- 
noon of June 11, when I received the telephone call. 

Senator Kerauver. Mr. Armstrong, how many lawyers have been 
down to the proceedings ? 

Mr. Armstrone. Have been what ? 

Senator Kerauver. How many lawyers in the Government have 
been around the proceedings, the prior proceedings, from the Atomic 
Energy Commission, from the Department of Justice? Several law- 
yers have been down? 

Mr. Armstroneé. In the debt financing? 

Senator Kerauver. In connection with this case, at some time or 
another, hadn’t they ? 

Mr. Kerrre. The statement the Senator read you of Mr. Leonard 
shows he was there before the Commission for Mr. Cook on June 8. 

Senator Kerauver. Mr. Armstrong, was Sherman Adams a lawyer 
in this case? 

Mr. Armstrona. No. . 

Senator Kerauver. You say “No”? 

Mr. Armstrone. Sherman Adams is assistant to the President of 
the United States. 

Senator Krrauver. Well, what business is it of Mr. Adams to be 
taking over the prerog: tive of the attorneys of the Atomic Energy 
Commission or the Department of Justice? 

Senator Butter. Mr. Chairman, I say in all due respect—— 

Senator Kerauver. Let me finish my question. 

Senator Burter. That is a question that the witness cannot answer. 

Senator Kerauver. Well, it is a very important question. 

Mr. Armstrone. I would not be in a position, Senator Kefauver, 
to comment on the duties of the assistant to the President of the 
United States. 

Senator Kerauver. The Atomic Energy Commission and the De- 
partment of Justice have lawyers, do they not, Mr. Armstrong? 

Mr. Armstrrona. Certainly. 

Senator KEeravuver. Ordinarily if lawyers for an agency want to 
intervene or make an appearance, would you expect to have a call 
from the lawyers? 

Mr. Armstronc. Not when they are out of town, Senator Kefau- 
ver. I think, as I have testified, the Government of the United States 
had a very great interest in this matter, and I have testified on that. 


Senator Krrauver. The Government of the United States had a 
ereat interest ? 
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Mr. Armsrrone. Yes, sir; as I testified here. 

Senator Krravver. How did you know that, Mr. Armstrong? 

Mr. Armstrrona. The contract of the Atomic Energy Commission 
with the Mississippi Valley Generating Co. 

Senator Kerauver. Do you know whether Mr. Brownell 

Mr. Armstrona. It was in evidence before us. 

Senator Kerauver. Do you know whether Mr. Brownell or Mr. 


Rogers or any lawyers from the Department of Justice were in town 
on ‘Saturday, June 11? 


Mr. Armstrone. No. 

Senator Krravuver. Sir? 

Mr. Armstrona. No, sir. 

Senator KEravv ER. Did it occur to you as being rather strange that 
someone not a lawyer, not in the Department of Justice, would call 
you with reference to putting over a hearing so that lawy ers from the 
Department of Justice could participate ? 

Mr. Armstrona. Senator Kefauver, I am not going to characterize 
the actions of the assistant to the President of the United States. 

Senator Keravver. I am not asking you to characterize it. I am 
just asking you what you thought about it. 

Senator Burier. You don’t have to answer what you thought about 
it. 

Senator Kerauver. I am asking you the question. You can answer 
it if you want to. 

Mr. Armstronc. I can testify as to facts and I have testified as to 
facts. 

Senator Kerauver. Well, who did Mr. Adams—— 

Mr. Armsrrona. But I don’t believe, Senator Kefauver, that the 
Chairman of the Securities and Exchange Commission should testify 
as to what he thinks about the assistant to the President. 

Senator Kerauver. Well, Mr. Armstrong, we are just trying to 
find out what the interest of the man in the matter is. I am asking 
you, sir, what explanation you have for not being called by some 
lawyer from the Atomic Energy Commission, from the Department 
of Justice, but rather receiving a call about a legal matter from the 
assistant to the President of the United States. 

Mr. Armstrong. I have no explanation at all for the actions of the 
assistant to the President. 

Senator Kerauver. Did you ask for any? Did you ask for any ex- 
planation? You are the head of the Commission. Did you ask for 
any explanation ? 

Mr. Armstrong. I have testified fully 

Senator Kerauver. I don’t think you have, Mr. Armstrong. 

Mr. Armstrone. As to the subject. 

Senator Kerauver. We want to know all about it. We want to 
know what. the conservation was. 

Senator Butter. Then why don’t you summon the man you are talk- 
ing about if you want to know about him? Why don’t you get the 
man up here and ask him? 

Senator Krravuver. Here is a man on the other end of the telephone. 
He can tell us. 

Senator Burier. It is not up to him to characterize the assistant to 
the President of the United States. If you want to know what he said, 
why don’t you call him up here? 
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Senator Keravver. It is his responsibility as Chairman of the Com- 
mission to know what interest, 1 would think, that the person who 
called had. 

Senator Butter. Well, if he could guess the interest of every per- 
son who called, he wouldn’t be the Chairman of the Securities and 
Exchange Commission. He would be a wizard. 

Senator Kerauver. Did you ask why? 

Mr. Armsrrone. It is the interest of the Government in the power 
contract. The power contract is a matter of record, Senator Kefauver. 

Senator Krerauver. Well, you don’t ordinarily postpone hearings if 
somebody calls who is not a lawyer in a case. There hasn’t been any 
case, Mr. Armstrong, like that. Do you? 

Mr. Armstronc. | have stated that I was aware of the great interest 
of the United States Government in the case. I have stated as to the 
conversation, the matters, which Governor Adams requested be con- 
veyed to the Commission. I have stated my conveyance of the matter. 

Senator Keravuver. I am asking you now whether you asked him a 
question. Is that fair to ask you about that? Did you ask him how it 
happened that he called, rather than some lawyer from the Atomic 
Energy Commission or the Department of Justice? 

Mr. Armsrrona. The reasons are stated. 

Senator Keravuver. I am asking you if you asked him why he would 
be calling about it. 

Mr. Armsrrone. I don’t think, Senator Kefauver, that it is neces- 
sary for me to inquire why the assistant to the President of the 
United States was calling, in view of the tremendous interest of the 
Government in the matter. 

Senator Kerauver. I am asking you very respectfully, Mr. Arm- 
strong, not whether it is necessary or anything else, but whether, as a 
matter of fact, you did ask him why he should be calling, rather than 
some lawyer from the Department of Justice. 

Mr. Armstrone. I did not ask Governor Adams why he was calling. 

Senator Kerauver. Did you ask what lawyers wanted to make an 
appearance / 

Mr. Armstrong. I did not. I stated here the full conversation as 
best I recollect it. 

Senator Kerauver. Had you talked with Governor Adams pre- 
viously about any matters in connection with this case? 

Mr. ArmstronG. This is the sole conversation with respect to this 
Dixon- Yates debt financing case that I had with Governor Adams in 
respect of this proceeding. 

Senator Butter. Or by anybody else. 

Mr. Armsrrona. Yes, Senator Butler, yes. 

Senator Kreravuver. This is the bond case. How about the equity 
case? Had you talked with him about the equity case? 

Mr. Armsrrona. No. I was not Chairman of the Commission at 
the time. 

Senator Kerauver. Did you not talk with him about the equity 
case ¢ 

Mr. Armstrone. No. 

Senator Kreravuver. Then, not having ever talked with Mr. Adams 
before about either the equity case or the bond case, didn’t you feel 
it was rather strange that he, from the White House, would be calling 
about a postponement because of Government lawyers? 
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Mr. Armstrone. Again, Senator Kefauver, you are asking me to 
characterize the actions of the assistant to the President. 

Senator Keravuver. I am only asking you what was in your mind, 
what you thought about it. 

Senator Butter. Is that pertinent to this inquiry? 

Senator Keravver. I think it is. 

Senator Butter. Well, I don’t think it is. 

Senator Kerauver. I think it is pertinent. 

Senator Burter. Apparently he didn’t think anything about it. 

Senator Krravver. I think it is pertinent to inquire as to whether 
someone with whom he has never talked about the case, he is not a 
lawyer in the case, with the Department of Justice full of lawyers, 
why someone outside of the Department of Justice 

Senator Burter. Well, you found out who called. “Why don’t you 
let the witness alone? He has answered you fully and completely. 

Senator Keravver. Well, I am just asking what the witness thought 
about someone he had never talked with 

Senator Butrer. You can introduce all these rules for procedure 
for committees and all that. I think you are treating the witness un- 
fairly, and I am going to state it. 

Senator Keravuver. It must be apparent that you don’t want the 
witness to answer. 

Senator Burier. I want the witness to do exactly what he has done, 
make full and complete disclosure, but I am not ging to sit here and 
let you badger the witness. 

Senator Keravver. Mr. Armstrong, do you want to tell what you 
thought about somebody outside calling you with reference to a con- 
tinuation / 

Mr. Armstrona. I believe, Senator Kefauver, I have answered 
it now. 

Senator Krrauver. Didn’t anything unusual occur to you about it. 
Did you think that was unusual ? 

Senator Burier. Can’t we turn the record over now and get to 
something new? That’s about the fourth time you have asked that. 

Senator Keravuver. Well, I haven’t gotten an answer, Senator But- 
ler. My question is, Mr. Armstrong, did you consider that an unusual 
proceeding ? 

Mr. Armstrona. I don’t have anything to say, Senator Kefauver, 
about what I thought, good or bad, about Governor Adams. 

Senator Krrauver. Had you ever continued a case before, had one 
continued, on a call from someone outside of the Department of 
Justice who had no connection, apparently, with the case? 

Mr. Armsrrona. Senator Kefauver, I didn’t continue this case. 
All I did was relay a message from the Assistant to the President to 
the Commission. The Commission continued the case. 

Senator Krrauver. Did you ever relay a message 

Mr. ARMSTRONG. I have only been Chairman of the Commission 
since May 25 of this year. 

Senator Keravuver. Did you ever relay a message before ? 

Mr. Armstrone. No. I wasn’t Chairman. I had only been Chair- 
man for just a few weeks. 

Senator Kerauver. I am asking you if, while you have been Chair- 
man, if you had ever relayed a message like that before ? 

Mr. Armstrone. No. 
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Senator Kerauver. Now, do you have the minute, Mr. Armstrong? 

Mr. Armsrrone. Mr. DuBois, have you got the minute? We have 
certified copies which are being typed. 

Senator Kerauver. Do you law the minutes? I will ask Senator 
O’Mahoney and Senator Langer if they think the witness is being 
badgered ? 

Senator Lancer. I want the record to show I do not think they are. 
I think the questions you have asked are very pertinent. 

Senator Kerauver. Now, do we have the minutes of the meeting? 


Mr. Armstrong, do you have the minutes? May we havea copy of the 
minutes? 


Mr. Armstrone. Yes, Senator. 

Senator Krerauver. Mr. DuBois, will you pass up a copy of the 
minutes if you have it there? 

Mr. Armsrrona. May I speak off the record for a moment, Senator? 

Senator Krrauver. With whom? 

Mr. Armstronc. With you. 

Senator Krerauver. We will have a 3-minute recess. 

Senator O’Manonery. Let’s not have any informal conferences. 

Mr. ArmstronG. On the record, Senator. 

It is just a typing problem. We have been having them typed up 
this morning and trying to get them over here. We will have them 
here very promptly. 

Senator Krerauver. Just read it. 

Mr. Armsrronc. I am not sure they are all here, the ones I at- 
tempted to introduce earlier. 

Senator Burier. I respectfully suggests that unless they are all 
here and they are in order and you are ready to submit them, that 
you not submit them. 

Senator Keravuver. Mr. DuBois, you are the secretary. Have you 
got them all there? 

Mr. DuBors. I do have, sir. 

Mr. Armsrrone. He is signing his name, certifying them right at 
the moment, Senator Kefauver. 

Senator Krrauver. He has been sworn. If he says they are copies, 
we will take his word for it. 

Mr. Armstrone. Did you want me to read them, Mr. Chairman ? 
Did you want them read, Mr. Chairman ? 

Senator Kerauver. Yes; I want them read. Mr. DuBois is there. 
Were you there that morning on Monday, June 13, at the time the 
Commission met, Mr. DuBois? 

Mr. DuBors. I was at the meeting; yes, sir. I wasn’t in the meet- 
ing 

Senator Krrauver. You were not at the meeting? 

Mr. DuBors. I wasn’t at the meeting when it commenced at 9: 30. 
There was what I call an executive session. I was not present. At 
10 o’clock I and Mr. Ewell were called into the meeting and we were 
told that the Commission had determined to continue the hearing for 
a brief period. Mr. Ewell was instructed to pronounce that at the 
hearing. 

Senator O’Manoney. Who told you? 

Mr. DuBorts. The Chairman of the Commission. 

Senator O’Manonry. Who instructed Mr, Ewell? 
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Mr. Armstrone. I did, speaking as the Chairman of the Commis- 
sion, in the full Commission meeting, speaking for the Commission, 
Senator. 

Mr. Kerrre. Can’t hear you, Mr. Armstrong. 

Mr. Armsrrone. I did, speaking as Chairman of the Commission, 
Mr. Keeffe. I am sorry. 

Senator Kerauver. Then I understand Mr. DuBois 

Mr. Armstrone. I preside over those meetings, Senator. 

Senator Keravuver. Let’s get better order now. Mr. DuBois, we 
are trying to get at these minutes. As I understand it, you were 
down there but you did not go into the meeting ? 

Mr. DuBots. The meeting room is next to my office. 

Senator Krrauver. This was an executive meeting ? 

Mr. DuBots. That’s correct. 

Senator Kerauver. Well, as secretary, do you not attend executive 
meetings ? 

Mr. DuBors. I do not. 

Senator Krrauver. And you attend no executive meetings? 

Mr. DuBots. That’s correct. 

Senator Krrauver. But who keeps the notes about what takes 
place ? 

Mr. DuBots. If there are any notes to be recorded, the Chairman 
will tell me what to record and that is what happened in this case. 

Senator Krerauver. So after the meeting, you and Mr. Ewell were 
called in and told what to record ? 

Mr. DuBots. That’s correct. 

Senator Kerauver. Do you have there what the Chairman told you 
to record ? 

Mr. DuBorts. I do have. 

Senator Krravuver. Suppose you read it. 

Mr. DuBots. The minutes read as follows: 

Mr. James G. Ewell, hearing examiner in the pending proceeding in the matter 
of Mississippi Valley Generating Co. (file 70-8375) was present. 

This minute says 9:30 meeting, but as I mentioned, we were called 
in about 10 o’clock, after the executive session. 

Senator O’Manoney. So that you want to make it understood that 
when the minute says that he was present 

Mr. DuBots. He was present at 10 o’clock. 

Senator O’Manoney. That he was not present for the entire meet- 
ing. 
Mr. DuBots. That’s correct. 

Senator O’Manoney. So the minute is deficient in that respect ? 

Mr. DuBots. The minutes merely reflect that the meeting started 
at 9: 30, that is all. 

Senator O’Manoney. It does not contain a statement that the secre- 
tary and Mr. Ewell were called in at 10 o’clock? 

Mr. DuBots. I have the minutes. May I finish reading it and then 
I will explain it. 


In the matter of the proceedings of the declaration filed by the Mississippi 
Valley Generating Co. (file 70-3375) under the Public Utility Holding Company 
Act of 1935, involving the company’s proposed debt financing, the Commission 
directed the hearing examiner to continue the hearing for a short period of 
time, subject to call by the Commission. 
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Now, this is the Commission minute on the subject. I have noted 
at, the opening of the 9:30 meeting, which I didn’t reflect here, the 
Commission met in executive session, but I did not note the time, 
which was 10 o’clock, that Mr. Ewell and I were called into the 
meeting. 

Senator Krerauver. Had you been notified to be ready and on the 
outside, and also have Mr. Ewell there, before the meeting started ? 

Mr. DuBots. Well, the Commission was in session and I was stand- 
ing by. I don’t know whether I was instructed to do so. I would have 
normally, anyway. I may or may not have. 

I was standing by. I don’t recall I was told to call Mr. Ewell until 
I got into the meeting. 

Senator O’Manoney. Is it customary for the Commission to have 
executive sessions from which you, as secretary, are excluded ¢ 

Mr. DuBors. They quite occasionally do have sessions in which 
they discuss policy and other questions that I am not present at. 

Senator O’Manoney. And, therefore, when you write up the min- 
utes, you are not sure of your own knowledge as to exactly what 
transpired ? 

Mr. DuBors. No. I merely reflect in the minutes what I am in- 
structed. 

Senator O’Manoney. You write down what you are told? 

Mr. DuBots. That’s correct. 

Senator Krravver. Is that true of all executive meetings about a 
little matter like a continuance? Don’t you ever attend them? 

Mr. DuBotrs. Most meetings of course are not executive session 
meetings, although there are quite a number of cases where the Com- 
mission meets either in the Chairman’s office or in the Commission 
meeting room for their own discussions at which I am not present. 

But there are many times during the course of meetings, during 
the course of a month, where procedural and other problems will 
be discussed and the minutes recorded at which I am present. 

Senator Kerauver. Well, a discussion about a pending case, aren’t 
you usually there when it is discussed, when some decision or some 

matter of procedure is being decided upon in a pending case? Don’t 
you usually attend those meetings? 

Mr. DuBors. I usually attend those meetings. There are times 
when the Commission will hear a full discussion of the case, the 
problem, and then will want to discuss the matter in executive session 
so that they can exchange their own ideas personally between them 
at_ which there is an executive session held and nobody present. 

P ie Keravver. Who told you not to come in the meeting that 
ay 

Mr. DuBors. I think the Chairman told me that this is an executive 
session, “We will call you when we need you.” 

Senator Krrauver. Now, Mr. Ewell would have been down at the 
hearing room at 10 o’clock. Who got him up there ? 

Mr. DuBors. My office called him just shout 10 o’clock. 


Senator Kerauver. About the time you were called in, they called 
Mr. Ewell? 

Mr. DuBors. That is correct. 

Senator Krerauver. And you just read this order, or you were told 
what the matter was? 

Mr. DuBors. That’s correct. 
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Senator O’Manonry. When Mr. Ewell was told what the order of 
the Commission was, did he ask any questions about it? 

Mr. DuBots. I don’t recall that he did, sir. I don’t believe he did. 

Senator O’Manonry. Was there any conversation of any kind that 
you heard with respect to the order ? 

Mr. DuBois. We were told, sir, that if we were asked as to the 
reasons, we should respond that the Commission wished to consider 
certain procedural problems and that is what we did. 

Senator O’Manonry. You misunderstood me. After you came in 
at 10 o'clock and you were told by the Chairman and Mr. Ewell 
was told by the Chairman to postpone the hearing, was there any 
discussion ? 

Mr. DuBots. No; there wasn’t. 

Senator O’Mauonry. Did you or Mr. Ewell make any comment 
about this? 

Mr. DuBors. No, sir: we did not. 

Senator O’Manonry. Did Mr. Ewell point out that the witnesses 
had been called and that they were waiting ? 

Mr. DcBors. I don’t believe he made mention of it. We knew 
that the hearing was scheduled to reconvene at 10 o'clock. I don’t 
think he said, “Well, they are all waiting down there.” 

Senator Kerauver. I think Mr. Ewell is here somewhere, isn’t he? 

Mr. Ewen. I am right here, Senator. 

Senator Kerauver. You might be asked some questions, Mr. Ewell. 

don’t believe you were sworn with the others, were you? 

Mr. Ewetr. No: I wasn't. 

Senator Krravuver. Do you solemnly swear that the testimony you 
give will be the whole truth, so help you God ? 

Mr. Ewe tt. I do. 

Senator Kerauver. Come around, Mr. Ewell, and sit down. Mr. 
K-well will be the best man to know about that. 

Senator O’Manoney. Let me ask you the question, Mr. Ewell. 

Were you surprised when you were told that the hearing was to be 
postponed ¢ 

Mr. Ewen. At what time? 

Senator O’Manoney. Well, let’s go back. Do you remember being 
‘alled in about 10 o’clock ? 

Mr. Ewe. That’s right. 

Senator O’Manoney. On the morning which you were told? 

Mr. Ewe. Yes. I was surprised. 

Senator O’Manonry. You were surprised? You were all ready 
to proceed ¢ 

Mr. Ewe ty. That’s right. 

Senator O’Manoney. Did you express your surprise to the Com- 
mission ¢ 

Mr. Ewe... No; I didn’t. 

Senator Keravver. We can’t hear you. 

Mr. Ewett. No, sir. 

Senator O’Manonery. Did you make any comment about it? 

Mr. Ewe. No; I don’t think so. 

Senator O’Manoney. You just took the order? 

Mr. Ewe tu. That’s right. 
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Senator O’Manonry. You were aware that witnesses who were 
vresent, notably the lawyer for Mr. Linsley of the First Boston Corp., 
addressed you and told you that they were ready to proceed? 

Mr. Ewetu. I think so; yes. 

Senator O’Manonry. W ell, that is in the record. 

Mr. Ewe... Yes. 

Senator O’Manoney. And you were careful to put the order in 
directing you to suspend, were you not, into the record ? 

Mr. Ewe. Yes. 

Senator O’Manonry. And these witnesses of the First Boston were 
careful to make note of their disagreement and their desire to pro- 
ceed / 

Senator Krrauver. Mr. Ewell, the subpena had already been is- 
sued to Mr. Linsley and Mr. Wenzell? 

Mr. Dean. No; they had been asked to appear. 

Senator Kerauver. They had been asked to appear? 

Senator Butter. Senator, I don’t want to be picayune about this 
thing and I don’t want to give the impression that we are going to 
depart from the ruling of the Attor ney General. 

But you are now asking questions and have been asking questions 
and Senator 0’ Mahoney has been doing the same thing, that clearly 
come within the Presidential order. I don’t want to raise any point 
about it. I don’t want to be aaieaee about it, but I do think 
that if you are going to have an orderly government, the legislative 
branch has got to give due consideration ‘to the executive operation 
of the Government. 

Senator Krerauver. Senator Butler, I can’t see that 

Senator Butter. I think when you asked this witness what he did 
in connection with communications he had with other members of the 
Commission or other employees of the Commission, it comes directly 
within the ruling of the Attorney General. I don’t think the com- 
mittee should do it. 

If you do it, you do it at your own responsibility. I just don’t 
think you ought to do it. You want to have a fair hearing. You 
talk about fair play all the time. 

Now, if we are going to play this game, let’s play it fair. 

Senator O’Manoney. Senator Butler, don’t you realize we are talk- 
ing about minutes? 

Senator Butter. No; you are not talking about minutes. 

Senator O’MAnonry. Yes; we are. 

Senator Butter. You are asking this witness whether or not he 
had any communication with other members of the Securities and 
<xchange staff, which comes clearly within the Executive order. 

Senator O’Manoney. These were the minutes. 

Senator Butter. We didn’t make any objection to the other line of 
questioning. 

Senator O’Manonry. The Attorney General has not rendered any 
opinion as to the character of the minutes required to be kept 

Senator Butter. Senator, [ am not talking about minutes. 

Senator O’Manoney. That is what we are talking about. 

Senator Burter. I am talking about asking this witness questions 
as to conversations he had in the discharge of his duty on the staff 
of the Securities and Exchange Commission with other employees of 
the Commission. 
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I say to you, that that is strictly within the Executive order of the 
President and I say that the legislative branch should respect the 
President and his prerogatives and his rights. 

Senator O’Manoney. It is not what we are discussing. The pub- 
lic minutes— 

Senator Butter. We are not discussing public minutes. 

Senator O’Manonry. Weare. That is what is before us. 

Senator Buttrr. Then stick with the public minutes. 

Senator O’Manonry. You bet. 

Senator Krravuver. I think we certainly agree there wouldn’t be 
anything confidential about a subpena. I asked him if subpenas had 
been issued to Mr. Linsley and Mr. Wenzell 

Senator Butter. You can beat around all you want. The witness 
was asked questions as to what he said to other members of the staff 
of the Securities and Exchange Commission. 

Senator Keravver. I am talking about the question—— 

Senator Burier. I say that is an improper question. 

Senator Krravuver. I asked if subpenas had been issued to Mr. 
Linsley and Wenzell. 

Senator Butter. Nobody made any objection to that, Senator. 

Senator Keravuver. That is what I asked. Somebody said, no, that 
they had just been asked to come down on their own accord, either 
Mr. Wenzell or Mr. Dean said that. 

Mr. Dean. I said that, Senator. 

Senator Keravuver. I was just trying to establish whether they 
were present or not, whether Mr. Wenzell and Mr. Linsley were 
present to testify. 

Mr. Ewext. Mr. Linsley was. 

Senator Kerauver. And was it known who the witnesses were 
going to be that day? 

Mr. Ewe tt. I think Mr. Linsley was. 

Senator Butter. It must have been if they were invited there by 
the Commission. How could it help but be known? 

Senator Keravuver. Do you have any other questions of Mr. Du- 
Bois? Do you have some other minutes there? 

Mr. Timpers. We have produced these minutes, Senator. I think 
they ought to be put in the record. 

Senator Kerravuver. Let’s make the minutes of the morning of 
June 13—what exhibit will that be—53, I believe. Let’s mark that 
exhibit 53. 

Mr. Timbers, will you let me mark that “Exhibit 53”? 

(The document referred to was marked “Exhibit 53” for indentifi- 
cation.) 

Mr. Timpers. The minute that I hand to you, Senator, is a part 
of the public record in the public docket and has been since these 
proceedings began. That is the minute that Mr. DuBois referred 
toa few minutes ago. There is a further minute—— 

Senator Keravuver. Mr. Timbers, I understood Mr. Armstrong 
yesterday to say that he wouldn’t bring the minutes up. 

Mr. Trupers. If you will let me explain, Senator, that is what I 
am trying to do, and I think you will find you will have a complete 
record. 

The minute that I have just handed you is a part of the public 
record. There is no privilege or confidence with respect to this, 
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claimed or otherwise. The minute that I now hand you, certified to 
by Mr. DuBois of the Commission on June 13, 1955, is now part of the 
public record. 

The Commission has acted to waive its privilege with respect to 
this minute in the public interest and on behalf of the Commission, 
I offer it in evidence. 

Senator Keravuver. Let it be marked “Exhibit 54.” 

(Thereupon, the document referred to was marked “Exhibit 54” 
for identification. ) 

Senator Keravuver. I think it should be read at this time to see 
what it says. 

Mr. Keerre (reading) : 


SECURITIES AND EXCHANGE COMMISSION, WASHINGTON 


Copy of Commission Minute of June 13, 1955, 9: 30 a. m. 


Mr. Ewell, hearing officer, was present. 

Mr. Ewell, hearing examiner in the proceedings pending in the matter of 
Mississippi Valley Generating Co. (file 70-3375), reported to the Commission 
that he had announced, at the commencement of the morning hearing in the said 
matter, the Commission’s direction that he continue the hearing for a short 
period of time, subject to call by the Commission. 

Counsel for Mississippi Valley thereupon had requested an opportunity of 
appearing before the Commission to urge a modification of the Commission’s 


direction, in order that the testimony of a particular witness might be taken 
at the morning hearing. 


Mr. Helfenst«in, Director, and Mr. Levin, Assistant Director, of the Office 
of Opinion Wri. ing, were called to the meeting at this time. 

Upon the consideration, the Commission denied the request of counsel for 
Mississippi Valley to appear before the Commission to appeal from the Com- 
mission’s direction to the hearing examiner. 

Certified to be a true copy of minutes. 

Orval L. DuBors, Secretary. 

Senator Kerauver. And as I understand it, counsel for the Missis- 
sippi Valley Generating Co. was Mr. James; is that correct? 

Mr. Ewett. That’s right. 

Senator Kerauver. And do I understand that he came up to the 
Commission and asked for permission to appeal from the order of 
the Commission with reference to some witness? 

Mr. DuBors. He asked Mr. Ewell for permission to be heard, and 
Mr. Ewell came up and transmitted his request to the Commission. 

Senator Kerauver. That was presented to the Commission and the 
Commission denied the request ? 

Mr. DuBots. Yes, sir. 

Senator Keravuver. Did not the counsel for the State of Tennessee 
also ask permission or an explanation, ask to be heard in connection 
with this matter? 

Mr. DuBors. If Mr. Ewell mentioned that counsel for the State 
of Mississippi also wanted to be heard, I did not 

Senator Kerauver. State of Tennessee. 

Mr. DuBots. State of Tennessee. I did not catch it and, therefore, 
did not reflect it in the minutes. He would have been heard, of course, 
along with counsel for the company, had the Commission granted 
an opportunity for argument. 

Senator Kerauver. Didn’t he also ask permission, Mr. Ewell, to 
be heard ? 
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Mr. Ewetn. He said his position was that if the Commission heard 
anybody, he wanted to be invited to be heard, also. 

Senator Krrauver. He wanted to be there, too? 

Mr. Ewe tt. That’s right. 

Senator Kerauver. But nobody was heard in connection with it ? 

Mr. Ewewn. That’s right. 

Senator Krrauver. All right, any questions about this minute, 
Senator ? 

Mr. Timeers. Senator, so the record will be clear on this, may it 
be noted that these minutes which have now been offered and marked 
in evidence are those referred to in the statement of Chairman Arm- 
strong at the beginning of this session as certified copies of the Com- 
mission’s minutes of June 13, 1955, to be placed in the record at this 
point. And I am informed by the secretary that these constitute 
all of the records of the Commission of that date upon this subject. 

Senator Keravuver. Very well. Now what is the next minute you 
have? 

Mr. Timpers. We have given you all of the minutes called for, 
Senator. 

Senator O’Manonry. What was that last statement of yours with 
respect to your belief that these minutes constituted, what? 

Mr. Timeers. All of the minutes of the Commission. 

Senator O’Manoney. All of the minutes of the Commission ? 

Mr. Timpers. Of June 13 upon this subject matter. 

1 am so informed by Mr. DuBois. 

Senator O’Manoney. You are testifying on information and belief ? 

Mr. Timpers. I was simply trying to facilitate the setting up of the 
record. 

Senator O’Manonery. Mr. Armstrong, the conference of the mem- 
bers of the Commission with respect to the instructions from Mr. 
Sherman Adams or the request of Mr. Sherman Adams were not in- 
corporated in the record of the minutes? The conferences that you 
had with Mr. Sherman Adams with respect to the postponement were 
not incorporated in minutes that you directed Mr. DuBois to write? 

Mr. Armstrone. Yes. 

Senator O’Manonry. Is it the practice of the Commission not to 
include a record of informal conferences relating to matters before 
it in the minutes? 

Mr. Armstrona. In executive session, the answer to that question 
is “Yes.” 

Senator O’Manonry. Whatever conferences the Commission may 
have in executive session are not recorded in the minutes? 

Mr. Armstrona. That is correct, Senator. 

Senator O’Manoney. What I was inquiring about, however, was 
whether or not any record is kept of informal conferences such as 
those you have described from Mr. Sherman Adams, including his 
midnight call of Saturday night, on the telephone. 

Mr. Armstrona. No, sir; ; noon, afternoon. 

Senator O’MAnoney. Oh, it was noon? 

Mr. Armstrone. Afternoon; I testified to that. 

Senator O’Manonry. Well, 12 o'clock is 12 o'clock to me, as I expect 
it is with you, too. 

Mr. Armstrone. Well, I think if I understand your question cor- 
rectly 
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Senator O’Manonry. You do, of course. Your answer was “No.” 

Mr. ArmstronG. There are no records other than those that have 
been introduced. 

Senator O’Manonery. Do you have such informal conferences about 

such matters with people outside of the Commission 4 

Mr. Armstrong. Many, many executive sessions. 

Senator O’Manoney. I am not talking about executive sessions but 
do you, let me say, as Chairman, ever have any informal conferences 
with respect to matters before you with any persons outside of the 

Yommission and its employees and personnel ? 

Mr. Armstrona. Informal conferences with others ? 

Senator O’Manonry. With others, yes. 

Mr. Armstrrone. In my office, for example, sir? 

Senator O’Manonry. No, outside of your office. 

Mr. ArmsTrRONG. ‘ertainly, I have conferences with people, sir. 

Senator O’Manonry. You do? 

Mr. Armstrone. Certainly. 

Senator O’Manonry. With respect. to pending matters? 

Mr. Armstrona. No, I can’t think of any conferences I have had 
outside my office with respect to pending matters with others on the 
outside, but people from the outside, sir, who have business before the 
Commission in ordinary course apply at the Chairman’s office and I 
customarily see them in my office, and when I find out the nature of 
the business, then they are referred to—— 

Senator O’Manoney. There can be all sorts of conferences. 

Mr. Armsrrone. They are referred to the proper place in the Com- 
mission where the inquiry could go. I am sort of a traffic light, sir, in 
the Chairman’s office. 

Senator O’Manoney. Now, for example, I remember very clearly 
having called up Mr. Demmler before you appeared on the scene as 
Chairman, with respect to the way the Commission was thinking about 
eee and how proxies should be handled. 

I did that because I thought it was a matter of legislative impor- 
tance because I understood that the Commission was considering mak- 
ing some changes in the rules and regulations. Now, that would be 
an outside conference, even though with a Member of Congress. 

Mr. Armstrone. Yes, sir. 

Senator O’Manonry. And I would not regard that as a privileged 
communication at all, and I don’t think you would. 

Mr. Armstrong. We have many, many inquiries from Members of 
Congress and members of congressional committees, to whom we re- 
port “and under whose surveillance we operate, as I mentioned yester- 
day, Senator O’Mahoney—excuse me, I am sorry. 

And we keep those communications confidential. I don’t ordinarily 
discuss with others telephone calls that I might have on legislative 
matters, such as you have described. Indeed, I don’t know whether I 
am 

Senator O’Manonry. Now, passing from the legislative field to the 
field of quasi-judicial operation, have you ever had any informal con- 
ferences with people outside of the Commission with respect to pend- 
ing matters? 

Mr. Armstrona. Just on the legislative, sir, when a Member of Con- 
gress wants to determine the status of a proceeding that may be pend- 
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ing before us, he picks up the phone and calls the Chairman's office 
and asks him about it, and I either know the answer or refer him to the 
office in the Commission. 

Senator O’Manoney. Perfectly normal. 

Mr. Armstrona. I don’t discuss with anybody outside the inquiry 
of a Congressman or a Senator. It would be unthinkable. 

Senator O’Manonry. I didn’t get that last. I don’t know who is 
the counsel for the Commission, the Senator from Maryland or Mr. 
Timber. Which is it? 

Senator Butter. Mr. Timbers. 

Senator O’Manonery. The conversation between Mr. Timber 

Mr. ArmstrronG. Timbers, sir, if I may correct you at this time. 
It is Timbers. 

Senator O’Manonery. Oh, Timbers. 

Senator Burter. And it is Sullivan & Cromwell and not Cromwell 
& Sullivan. 

Senator O’Manonery. Well, we have sure got the forest here today. 

Mr. Trmpers. Thank you, Senator. 

Senator O’Manoney. I was unable to hear the latter part of your 
answer because of the conversation between Mr. Timbers and the As- 
sistant Counsel of the Commission. 

Mr. Armstronc. I have lost the train of thought, Senator 
O’Mahoney 

Senator O’Manonry. The reporter will read the answer. 

(The reporter read back the answer. ) 

Senator O’Manoney. Then altogether apart from an inquiry from 
Members of Congress with respect to the status of a case, have you ever 
held any conferenc ‘es with respect to a pending matter, other than the 
disposition of the pending matter, with anybody outside of the Com- 
mission or have any representations been made to you 

Mr. Armstrone. With respect to the disposition of a case? 

Senator O’Manoney. Of a pending matter, yes, sir, informally, 
from people outside of the Commission. I am not talking about 
status requests from Members of Congress. I am talking about 
efforts to influence your decision. 

Mr. Armstrona. Never. 

Senator O’Manonry. Good. Thank you very much. 

Mr. Armstrona. But I think it is perfectly clear from my answer 
that the public is entitled to come into the Chairman’s office, often 
with their own lawyers, and find out where the case should go. 

Senator O’Manonry. Can you tell me whether among your duties, 
is the duty of assigning space in the SEC quarters? 

Mr. Armsrronc. Rooms? 

Senator O’Manonry. Yes. 

Mr. Armsrrona. Yes, I believe that is a function of the Chairman, 

, under Reorganization Plan 10. 

Senator O’Manonry. That is what I thought. Can you tell the 
committee whether any representative of Dixon and Yates, or of that 
organization were ever assigned any space in the SEC quarters? 

Mr. ARMSTRONG. Absolutely not, except—— 

Senator O’Manonry. Except? 

Mr. Armstrone. Except we have a public room downstairs called 
the public reference room. It has many tables and chairs in it. It 
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is filled with members of the public all day long availing themselves 
of our public documents and so on. 

Senator O’Manoney. An open public conference room where any- 
body may go; anybody having any interest ? 

Mr. Axmstrone. Yes. 

Senator O’Manonery. In a pending case? 

Mr. Armstrrona. That’s right, Senator. 

Senator O’Manonery. And in no other way ? 

Mr. Armsrrone. Certainly there are rooms for the public. 

Senator O’Manonery. Thank you, sir. 

Mr. Armstrrone. And we have a room and perhaps more when there 
is more than one proceeding going on. 

Senator O’Manonry. I think that is a proper convenience to the 
public. 

Senator Keravver. We will have a 5-minute recess at this time. 

(Thereupon, a short recess was taken.) 

Senator Kerauver. When we recessed we were talking about the 2 
minutes which have been made exhibits 53 and 54. Mr. Armstrong 
or Mr. DuBois, do you have the minutes of the meeting when the 
Commission met again on Wednesday, the 15th, relative to the recon- 
vening or the carrying on of a hearing by the examiner ordering the 
examiner to reconvene the hearing ? 

Mr. DuBors. I do have, sir. 

Senator Kerauver. Let’s make that exhibit 55, 

(Thereupon, the document referred to was marked “Exhibit 55.”) 

Senator Keravver. Were you present, Mr. DuBois, at this meeting 
of Wednesday / 

Mr. DuBors. I was, sir. 

Senator Kerauver. You were present at that one? 

Mr. Du Bors. Yes, sir. 

Senator Kerauver. Was that an executive meeting ?/ 

Mr. DuBotrs. No, it was not. 

Senator Kerauver. Were counsel present ? 

Mr. DuBorts. No. Two members of the Commission’s Office of 
Opinion Writing who helped write the Commission’s decisions were 
present. 

Senator Krrauver. Why was this meeting different from the meet- 
ing of Monday at which you were not allowed to attend ? 

Mr. DuBots. Well, I have no explanation for that, sir. 

Senator Kerauver. Do you, Mr. Armstrong, have any explanation? 

Mr. Armstrone. Well, I don’t think Senator Kefauver, that there 
is any explanation as to why he wasn’t allowed to attend the meeting 
Monday, as you put it, sir. That was a meeting in executive session. 
And as far as this meeting is concerned, I don’ t recall the discussion 
on the matter that took place in the Commission’s meeting. 

Mr. DuBors. I think I may answer it, at least in part. 

Mr. Armsrrone. Other than as I have testified, which I did. 

Senator Kerauver. Well, one called off the’ meeting, the other 
started it, and I just didn’t see eheah the difference in the type of 
meeting was. 

Mr. DuBors. May I explain it, in part? 

Senator Knravuver. Let’s get the minutes read and then you may 
make some explanation of it. 
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Mr. Treers. I think the record ought to note, just again in the 
interest of clarity, Senator, that the substance of this minute has been 
placed in the record at least twice before this since I have been here. 
1 think you read part of it in yesterday or Senator O’Mahoney read 
it in, but we have no objection, of course, to it going in a third time. 
Senator Kerauver. Suppose for the purpose of the continuity of 
the hearing this morning, we read it again very rapidly. 
Mr. OrrenuEIMER (reading) : 


SECURITIES AND EXCHANGE COMMISSION, WASHINGTON 
Copy of Commission Minute of June 15, 1955, 9:15 a. m. 


Mr. Helfenstein, Director, and Mr. Levin, Assistant Director of the Office of 
Opinion Writing were present: 

In the matter of the pending proceedings under the Public Utility Holding 
Company Act of 1935 with respect to the debt financing proposal of Mississippi 
Valley Generating Co. (File 70-3375), the Commission instructed that the hear- 
ing examiner reconvene the hearing at the earliest possible date consistent with 
the convenience of the participants and witnesses. 

The Commission also adopted the following minute order with respect to the 
‘Motion to assure development of an adequate and complete record” filed by 
counsel for the State of Tennessee, et al.: 

“The motion requests that the Commission make available and place in the 
record of the proceedings the dates of and names of participants in, any discus- 
sions and communications between members of the Commission and its staff 
with representatives of the applicants and officials of other Government agencies, 
and the text of any such communications and memoranda or summary of such 
discussions, with respect to the substantive questions involved in these proceed- 
ings. The motion recites that it is similar to one filed in the prior proceedings 
with respect to the above companies (file No. 70-3319) and refers to the memo- 
randum submitted in support of the earlier motion. 

“The Commission, having considered the motion and the memorandum referred 
to therein, denied the motion on the grounds stated by the Commission as the 
basis for denying the similar motion filed in the earlier proceedings, namely the 
Commission has consistently held over years past that conversations at pre- 
hearings conferences are not relevant and the introduction into the formal record 
of evidence of conversations at such conferences would unnecessarily burden the 
record and would impede the Commission’s administrative processes in the exer- 
cise of its proper function as an agency of the Government.” 

The hearing examiner was to read the above ruling into the record upon the 
reconvening of the hearing. 

Senator Kerauver. Now, Mr. Armstrong, Saturday noon or Satur- 
day afternoon 

Mr. Timpers. I think Mr. DuBois wanted to make an explanation 
that you promised him you would let him make. 

Mr. DuBors. I just wanted to mention that here was a ruling by 
the Commission on the pending motion. 

Normally, the Commission consults with the Opinion Writing Office 
with respect to those matters, that Office drafting the rulings for the 
Commission. Therefore, the two heads of that division were called 
in for this discussion. 

Senator Krrauver. This was a pending motion by the State of 
Tennessee to find out what happened about this postponement. 

Mr. DuBots. No, it was a motion they had previously filed in the 
‘ase before the postponement. 

Senator Krrauver. Well, they filed a motion on June 7 and then 
after the postponement they filed another motion on June 16 bringing 
it up to date. 

Mr. DuBors. These rulings were on June 15. 


65950—56—pt. 1——-27 
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Senator Keravuver. Here is a motion dated June 16 that we have 
been furnished by the Commission. Anyway we will get to that. Do 
you have anything else you want to say? 

Mr. DuBors. As I think the chairman mentioned yesterday, there 
was a second ruling on the motions on the afternoon of June 15 at 
2:50 p. m., at which the same opinion writing officers were present. 
I have a copy of that ruling which I can offer for the record, although 
you read it in substance into the record yesterday. 

Senator Krerauver. Suppose we make that exhibit 56. It has al- 
ready been read into the record. 

(Thereupon, the document referred to was marked for identifica- 
tion as “Exhibit 56.”) 

Mr. DuBots. In substance, yes, I think this completes the presenta- 
tion of the minutes on the subject. 

Senator Krerauver. Do you have something you want to introduce, 
Mr. Keeffe? 

Mr. Keerre. I would like to introduce into the record a motion made 
by counsel for the State of Tennessee in the proceeding in this, in the 
equity proceeding of December 2, 1954, in which inquiry was made 
as to dates of, and names of, participants in any discussions and com- 
munications which have taken place between members or officials of 
the Securities and Exchange Commission on the one hand and members 
or officials of any other Government agency or of Mississippi Valley, 
Middle South, or Southern, on the other hand, relating to the sub- 
stantive questions involved in the proceeding. That was December 
2, 1954. 

Senator Krravver. Let that be marked “Exhibit 57.” 

(Thereupon, the document referred to was marked “Exhibit No. 
57” for identification. ) 

Mr. Keerre. The State of Tennessee on June 7, 1955, in the debt 
financing proceeding also made a similar motion to the same effect, 
inquiring of the dates of, and names of, participants in any discussions 
and communications which have taken place between members or 
officials of the Securities and Exchange Commission on the one hand, 
and members or officials of any other Government agency, or of 
Mississippi Valley, Middle South, or Southern, on the other hand, 
relating to substantive questions involved in the proceeding. 

Senator Kreravuver. Let it be made exhibit No. 58. 

(Thereupon, the document referred to was marked for identifica- 
tion as “Exhibit No. 58.”) 

Mr. Kerrrre. Apparently following the decision of the Commission 
on June 16, which has just been marked into evidence, Mr. Chairman, 
the State of Tennessee, on June 16, 1955, made a second motion to the 
same effect. inquiring the dates of and the names of participants in 
any discussions and communications which have taken place between 
members or officials of the Securities and Exchange Commission on the 
one hand, and members or officials of any other Government agency, 
or of Mississippi Valley, Middle South, or Southern, on the other 
hand, since the start of the debt financing proceeding, on June 16, 1955. 

Senator Kerauver. That will be exhibit No. 59. 

(Thereupon, the document referred to was marked for identification 
as “Exhibit No. 59.”) 

Mr. Keerre. On June 21, I offer into evidence, the order of the 
Commission again certified by Mr. DuBois, denying this June 16 
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motion, this second motion, which apparently relates to the June 13 
matter. 

Senator Kerauver. Let that be exhibit 60. 

(Thereupon, the document referred to was marked for identifica- 
tion as “Exhibit No. 60. 

Senator Kerauver. I don’t think this has been read, and it is very 
short. This is the disposition of these various petitions filed by the 
counsel for the State of Tennessee. Just read the order part of it 
here. 

Mr. Oprennermer. The date is June 21, 1955: 

The Commission also denied the additional motion to assure development of 
an adequate and complete record filed by counsel for the State of Tennessee, 
et al., stating that such action was taken “for reasons similar to those 
set forth in its minutes denying the prior motion;”’ namely, that the matters 
referred to in the motion are not relevant to the issue to be determined in the 
ease which will be decided on the basis of the record before the Commission 


and that the introduction of any data of the type referred to would burden the 
record and impede the proceedings. 


(Signed) Orvat L. DuBots, Secretary. 


Senator Keravver. Mr. Armstrong, when did you contact or when 
did Mr. Adams contact you on Wednesday, June 15? 

Mr. ArmstronG. Early in the business day. I don’t remember the 
exact time. 

Senator Kerauver. Did he call you or did you call him ? 

Mr. Armstrone. I don’t remember. 

Mi. Krerre. We have difficulty hearing you, Mr. Armstrong. 

Mr. ArmsrronG. | dont remember, Mr. Keeffe and Senator 
Kefauver. 

Senator Kerauver. Were you at your office when the conversation 
took place / 

Mr. ArmstronG. To the best of my recollection, yes. 

Senator Kerauver. Did you talk with him on the telephone? 

Mr. Armstrrona. Yes. 

Senator Keracvver. Or personally ? 

Mr. Armsrronc. Telephone. 

Senator Krrauver. On the telephone; and what did Mr. Adams 
say to you’ 

‘Senator Lancer. Just a minute. I want to know did he call Adams 
or did Adams call him. 

Senator Butter. He said he didn’t know. 

Senator Kerauver. Can’t you remember whether he called you or 
whether you called him, Mr. Armstrong ? 

Mr. ArmstronG. I don’t remember. 

Senator Keravuver. Do you have—— 

Mr. ArmstronG. I assume that he called me, but I honestly don’t 
remember. 

Senator Kerauver. Do you make a memorandum 

Mr. ArmstroneG. No, sir. 

Senator Kerauver. Of telephone calls of that kind? 

Mr. Armstrong. I don’t, no. It may be that in my office the record 
is kept of telephone calls ‘that flow through there, but I just don’t 
know. 

Senator Butter. Mr. Chairman, may I ask the witness a question ? 
Is it possible that you might have called Sherman Adams on your 
own initiative ? 
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Mr. Trusers. This is Saturday, June 11, Senator. 

Senator Butter. Wednesday the 15th. 

Senator O’Manoney. The date on which he is talking of—you say 
you don’t remember. Now, does that mean that you feel it is possible 
that you might have done so? 

Mr. Armsrrone. Yes. 

Senator O’Manoney. And that the telephone record would show? 

Mr. Armsrrona. Yes. The answer is “Yes.” 

Senator O’Manoney. And the telephone record would show? 

Mr. Armstrone. No, I don’t think it would. 

Senator O’Manoney. Now, I want the record to show that the last 
answer of the witness was prompted by the attorney for the 
Commission. 

Mr. Timpers. Senator, may I respectfully 

Mr. Armsrrone. I didn’t hear what he said, may I say, Senator 
O’Mahoney. 

Senator O’Manonery. I heard him. He was sitting right across the 
table. 

Mr. Trmpers. Mr. Chairman, may I respectfully submit that the 
record will show that Senator O’Mahoney asked a question that con- 
tained two portions and it looked to me as though the witness was 
not aware of the fact that his answer “Yes” would apply to the last 
as well as the first portion, and I considered that an appropriate occa- 
sion for me, as counsel of this Commission, to apprise him of that 
fact, which T did. 

Senator O’Manonery. And I will say for the record also that 
throughout this examination of Mr. Armstrong, I have endeavored 
to be completely fair with him. I have endeavored, don’t you think 
so, Mr. Armstrong? AlJIlI have sought is to get facts. 

Mr. ArmstronG. Senator O’Mahoney, please don’t ask me that. 

Senator O’Manoney. But let me repeat the question, then, with 
respect to the telephone record. 

Did you not, in response to the chairman, say that a telephone 
record of your conversations might be available in the office? 

Mr. Armstronea. That is correct. 

Senator O’Manonery. Then would there be, if you made a telephone 
call to Mr. Adams, would it be registered, having been made from 
the office, would it be registered there? 

Mr. Armstrong. I believe that the occurrence—— 

Senator Keravuver. Louder, Mr. Armstrong. 

Mr. Armstrong. I believe, Senator Kefauver, that the occurrence 
of a telephone call in or out of my office is recorded by the secretary 
in the office but the reason I am hesitant about saying whether that 
record reflects whether or not I initiated the call, is because I haven’t 
looked at those records and I don’t know whether those records are 
kept in such a way as to show that I initiated the call, or the call 
initiated from the outside. 

Senator O’Mauonery. Now, that may be true but, in answer to my 
first question, you distinctly said, “Yes” when I asked you if you 
might have originated the call to Mr. Adams; did you not? 

Mr. Armstrone. And I said, “Yes.” 

Senator O’Manoney. Now, my other question as to whether or not 
there was a record there, you answered that you don’t know whether 
the record would show whether it was initiated by you or not. 


. 
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Mr. Armstrone. That’s correct. 

Senator O’Manoney. Now, was there anything unfair about either 
of those questions? 

Mr. Armstrong. Oh, sir, it was a double-barreled question, Senator 
O’Mahoney. 

Senator Kerauver. We are making mighty slow progress. Senator 
O’Mahoney, proceed. 

Senator O’Manonery. Oh, I am through now. 

Senator Keravuver. Did you call Mr. Adams or did he call you? 
If there is a record, will you see if you can find the record and produce 
the record? 

Mr. ArmstroneG. Yes; as to who initiated the call. I would be per- 
fectly delighted to. 

Senator Kerauver. Was any part of the conversation recorded by 
your secretary or by anyone in your office ? 

Mr. Armstrone. No. 

Senator Keravuver. No; is that your answer? 

Mr. Armstrong. Yes; that’s right. No. 

Senator Kerauver. Then what did you say to Mr. Adams and what 
did he say to you on your Wednesday call ? 

Mr. ArmstronGc. Well, I have stated, Senator Kefauver-—— 

Senator Kerauver. Not what you have stated, but tell us again, 
if you have stated it, just tell us. You don’t have to read it. 

Mr. Armsrronc. I was told by Governor Adams that, after due 
deliberations, the attorneys interested in the power contract between 
the Atomic Energy Commission and the Dixon- Yates companies had 
decided that it would not be necessary for them to seek permission of 
the Commission to intervene or to participate as amicus curiae in the 
debt-financing proceeding as of that time, and I conveyed this infor- 
mation to the Commission. 

Senator Kerauver. Very well. Now, was there anything else said 
between you and Mr. Adams in your Wednesday call? Just tell what 
he said and what you said. 

Mr. Armstronc. That was everything that was said on the subject. 
matter as to which you have inquired. 

Senator Keravuver. On your call on Wednesday ? 

Mr. Armsrrona. Yes. 

Senator Kreravuver. Now let’s go back to your call on Saturday. 
Now, tell exactly what Mr. Adams said to you and what you said to 
Mr. Adams. 

Mr. Armstronc. I have already testified to it, Senator Kefauver, in 
full, as to what was said in regard to this. 

Senator Kerauver. Tell us just your best recollection. You must 
have had some exchanges of conversation on the telephone, just what 
he said to you, and what you said to him. I suppose he called and 
said, “Is this Mr. Armstrong?” Or did he ask you? What did he 
say to you, or what did you say to him? 

Mr. Armsrronc. He inquired of me as to whether the Commission 
would consider the advisability of a brief adjournment of the debt- 
financing proceeding then pending before the Commission in the 
Mississippi Valley Generating Co. matter, for the reason that certain 
Government attorneys interested in this proceeding were away from 
the city of Washington and they desired an opportunity to determine 
whether the United States Government, which is a party to the power 
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contract between the Atomic Energy: Commission and the Dixon- 
Yates Co., might wish in the public interest to seek permission of the 
Commission either to intervene or to participate as amicus curiae in 
the pending debt-financing proceedings, specifically for the purpose 
of interposing objections to further testimony by the witnesses, Lins- 
ley and Wenzell. 

Senator Kerauver. You are reading from your statement? 

Mr. ArmstroneG. That is the best of my recollection. 

Senator Keravuver. What else, if anything, did he say to you? 

Mr. ArmsrroncG. That is everything he said to me on this matter, 
sir. 

Senator Kerauver. Well, what did he say about any other matter ? 

Mr. Armsrrone. Well, I respectfully submit, Senator Kefauver, 
that anything on other matters that the assistant to the President may 
say to me over the telephone is privileged and that is clearly set forth 
in the third paragraph of the opinion of the Attorney General. 

Senator Krrauver. Did he say anything to you about a bill pend- 
ing in Congress ? 

Mr. Armsrrona. I submit, Senator Kefauver, that I have answered 
your question in full. 

Senator Kerauver. Well, I am asking you if there was any discus- 
sion about legislation pending in the House of Representatives at that 
time. 

Mr. Armstronc. That has nothing to do, if there were any such 
discussion, with the pending proceedings before this Commission, 
and I respectfully submit that such a communication, if there were 
any such—and I am not implying that there was any such by any 
means at all—would be privileged within the third paragraph of the 
opinion of the Attorney General, and I can’t testify to that, if there 
were any such conversation with the assistant to the President. 

Senator Krerauver. Mr. Armstrong, let me ask you again if you 
refuse to tell us whether you had any conversation with Mr. Adams 
relative to the pendency of an appropriation bill or legislation before 
the House of Representatives? 

Mr. Armstrong. For the reason I have just stated, I do, Senator 
Kefauver. 

Senator Krrauver. Doesn’t the Attorney General’s letter say that 
you can certainly talk about matters? Why is it privileged? What 
does it have to do with the Securities and Exchange Commission ? 

Mr. Armstrone. If there were any such conversation, it doesn’t 
have to do with the matter about which you inquired in your letter 
that was pending before the Securities and Exchange Commission. 

Therefore, I submit, sir, that I am bound by the opinion of the 
Attorney General to claim the privilege with respect to any such con- 
versation with Governor Adams. 

Senator Kerauver. Mr. Armstrong, don’t you feel that in response 
to this letter as to what are the reasons for postponing the hearing, 
what the reasons for postponing the hearing were, that you ought to 
give us the entire background of the conversation with reference to 
the entire matter that you had with Mr. Adams? 

Mr. Armstrone. I have given you that with respect to this pro- 
ceeding. 

Senator Kerauver. But I asked you whether in that conversation— 
they both related to the same subject matter, Dixon- Yates—whether 
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in that conversation there was any discussion about the pendency of 
the appropriation bill in the House of Representatives ? 

Mr. Armsrrone. I respectfully submit, Mr. Chairman, and mem- 
bers of the committee, that that is a privileged matter within the 
purport of the third paragraph of the opinion of the Attorney Gen- 
eral, and I again repeat that J do not wish it to be construed that 
there was any such conversation. 

But the question that you ask, as I understand it, has to do with a 
legislative matter in Congress and nothing to do with the pending 
proceeding before the Securities and Exchange Commission. 

Mr. Keerre. Mr. Armstrong, is it your position that it is not within 
the fourth paragraph of the Attorney General’s letter? 

Mr. Armstrronea. Yes. 

Mr. Keerre. And that you can give us part of the conversation and 
not all the conversation ? 

Mr. Armstrong. The first part of your question, the answer is 
“yes”; and the second part, I have given you the full conversation 
with respect to the matters pending before the Commission and I am 
not implying that there was any other conversation. 

Mr. Krere. Let’s assume that Mr. Adams discussed with you the 
pending bill in the House of Representatives. Is it your opinion 
that that would not be part of the matter, the reason for the 
adjournment ? 

Mr. Armstrone. Yes; and I respectfully submit that I am not 
required to answer that question because of the opinion of the Attorney 
General. What you are asking about, as I understand it, Mr. Keeffe, 
has nothing to do with matters before the Securities and Exchange 
Commission, this matter 

Senator Kerauver. If it is not a part of the administrative matter 
before the Securities and Exchange Commission, and it doesn’t come 
under the privilege, why do you object to telling this committee 
about it? 

Mr. ArMsrronG. I submit that the questions, sir, do come under the 
privilege which I have claimed. 

Senator Krrauver. The privilege, as I understand it here, is in 
the administrative handling of the Securities and Exchange Commis- 
sion and you say that any such conversation, if there was one, wouldn’t 
have anything to do with the Securities and Exchange Commission, 
its administrative function. 

If that is the case, why do you not tell us about it? Why do you not 
tell us about it? 

Mr. ArmstroneG. I have told you about everything that I had in 
the conversation with Governor Adams pertaining to the matter 
before the Securities and Exchange Commission. 

Senator Keravuver. Well, don’t you think that there might be a 
difference of opinion as to whether a conversation about the pendency 
of legislation would have anything to do about the matter, and that 
you might tell the committee about it, so that we can have all the 
facts and each make up our own opinion as to whether it had any 
relevancy ? 

Mr. ArmstronG. Senator Kefauver, I would like at this point 
to read into the record the last paragraph of your letter to me of 
June 27. 

Senator Kerauver. Very well. 
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Mr. Armstrone. You said: 


I should like to inquire from you whether any request or representation was 
made to the Commission with respect to the suspension of the hearings. I 
should also like to inquire whether any representation was made to the Com- 
mission by any official or representative of the Government asking that the 
hearing scheduled for June 13 can be canceled, or whether such cancellation 
was discussed by the Commission with any officials or representatives of any 
other branch of the Government. 

And we inquired yesterday of the Attorney General on the subject, 
and we received the opinion, and we have answered it fully and 
completely. 

Senator Kreravuver. And you mean you won’t answer anything 
beyond that now, under the opinion of the Attorney General? 

Mr. Armstrone. Yes. 

Senator Keravuver. Then you will not tell us whether you had 

Mr. Armstronc. For the reasons stated. 

Senator Kerauver. You will not tell us whether you had any 
conversation with Mr. Adams with reference to the pendency of legis- 
lation before the House of Representatives? 

Mr. Armstrone. That is correct, because I am relying on tha 
opinion of the Attorney General. 

Senator Keravuver. Mr. Armstrong, will you do this, will you take 
the matter up again with the Attorney General and see if, in his 
opinion, that comes—you would be permitted to— 

Mr. Armstrone. He has already given his opinion. 

Senator Keravuver. Did you talk with the Attorney General with 
reference to whether any conversation or alleged conversation be- 
tween you and Mr. Adams, with reference to legislation in the House 
of Representatives, would be privileged or not? 

Mr. Armstrone. That would be an entirely privileged conversation, 
Senator Kefauver, I respectfully submit. 

Senator Keravuver. Did you talk with the Attorney General about 
it ? 

Mr. Armstrone. I don’t think that 

Senator Keravuver. Mr. Armstrong, my question is simple. Did 
you talk with the Attorney General about it? 

Mr. Armstronea. No. 

Senator Keravver. Will you ask him, will you talk with him and 
get his interpretation as to whether such a conversation would be 
privileged or not, in line with his opinion ? 

Senator Butter. If there was such a conversation. 

Senator Kreravver. That’s right, if there was such a conversation. 
Will you do so? 

Mr. Armstrone. Yes. 

Senator Keravuver. Very well. Now, what did you say to Mr. 
Adams? Tell us everything you said to Mr. Adams. 

Mr. Armstrone. Senator Kefauver, I have fully testified as to my 
best recollection of the conversations that occurred between me and 
the Assistant to the President which related to this matter before 
the Commission. I can’t say anything more about it because I have 
nothing more to say. 

Senator Kerravuver. Mr. Armstrong, you have brought in some- 
thing that you have written down and that is apparently all you want 
to testify about here, but I am asking you in your own words to tell 
what 
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Mr. Armstrona. These are my words, Senator Kefauver. I wrote 
this. 

Senator Krerauver. Mr. Armstroug, I am asking you to tell what 
you said to Mr. Adams. 

Senator Butrier. About what? 

Senator Keravuver. About the matter of the continuation or about 


the pendency of the case, about anything else that he told Mr. Adams 
about this matter. 


Senator Burier. He has answered. 

Mr. Armstrong. I told Governor Adams that I would be glad to 
convey his request to the full Commission for whatever action the 
Commission might deem appropriate, and I did. 

Senator Kerauver. Did you say anything to Mr. Adams about the 
pendency of legislation before the House of Representatives? 

Mr. Armstrona. That is within the same area, Senator Kefauver, 
that you just requested me to obtain an opinion of the Attorney 
General on, if I understood you correctly, or rather to ask the Attor- 
ney General’s advice. 

Senator Keravver. It is just the reverse. I was asking you if you 
said anything about it, in this question. Do you want to obtain the 
opinion of the Attorney General on that question ? 

Mr. Armstronec. It is fully privileged. It says so right here in 
the opinion. 

Senator Kerauver. All right, I just asked you if you want to ob- 
tain the opinion of the Attorney General on that matter, too. 

Mr. Armstrone. I think it should be perfectly clear, Senator 
Kefauver, that I see no need to obtain any further opinion of the 
Attorney General. 

But when you, as the chairman of this subcommittee, ask me if I 
will go to the Attorney General and ask him a question, I think I am 
dutybound to accommodate myself to your views. 

Senator Buriter. And for the public convenience, let’s get all of 
these questions now and ask them all at once and get it over. 

Mr. Armstrona. I see no need to ask the Attorney General any- 
thing. I think the opinion is perfectly clear. 

Senator Krerauver. We will ask questions as we go along, Senator 
Butler. 

Did you say anything to Mr. Adams about the fact that lawyers and 
witnesses would already be here on Monday and it would be a great 
inconvenience to them to delay the proceeding ? 

Mr. Armstrona. I have already testified fully about that. 

Senator Kerauver. I am just asking you if you said anything about 
it or not. 

Mr. Armstrone. I don’t know how I could testify any more fully 
than what I have said. 

Senator Krrauver. Did you or did you not? That ought to be an 
easy question to answer, whether you protested the advice to continue 
the case. 

Mr. Armstrong. I told Governor Adams that I would convey his 
request to the Commission for whatever action the Commission wanted 
to take in the matter. 

Senator Kerauver. My question was whether you protested the 
advice to delay the case. 
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Senator Burier. What advice? He gave no advice. He asked a 
question. 

Senator Keravuver. Well, the request to delay the case. 

Senator Butter. He didn’t request that it be delayed. He re- 
quested that the Commission consider whether : be delayed. I think 
the witness has fully answered the question. I don’t know how—— 

Mr. Armstrong. [ don’t ordinarily 

Senator Krerauver. Just a minute, Mr. Armstrong. To put it in 
Senator Butler’s words, did you protest the suggestion of Mr. Adams 
that you lay the matter before the Commission for the purpose of 
delaying the case ? 

Mr. Armstronc. The purpose, Senator Kefauver, so far as I am 
aware, was not to delay the case. As I have stated here, it was to give 
certain Government attorneys 

Senator Keravuver. Let’s don’t quibble about words. 

Mr. Armstrrone (continuing). Out of town, not in Washington, 
an opportunity to consider certain legal matters in a case in which 
the Government of the United States had a very great interest. 

Senator Butter. I find it most important to quibble about words, 
too, on this kind of question. 

Senator Keravuver. Then we will have to restate the question. Did 
you protest or complain to Mr. Adams about his request to you that 
you present the matter to the Commission with reference to having 
the case continued for a few days? 

Mr. Armstrone. I stated that I would be glad to convey his re- 
quest. 

Senator Kerauver. You still don’t respond. I am asking you if 
you protested or objected. 

Mr. ArmstronG. No. 

Senator Butter. You can’t do two things at once. 

Mr. ArmstronG. I said 1 would be glad to convey his request to 
the Commission. 

Senator Keravver. Did you protest or object ? 

Mr. Armstrone. No. 

Senator Kerauver. You did not? 

Mr. Armstrronc. No. This is a case in which the Government of 
the United States had a great interest. 

Senator O’Manoney. Mr. Chairman, I understand that while I 
was absent from the committeeroom, the witness was asked as to 
whether or not there had been any conversation between him and Mr. 
Sherman Adams involving the pending appropriation bill before the 
House Appropriations C ommittee providing for $6,500,000 to build 
a transmission line for the Mississippi Valley Generating Co., and 
that the witness declined to answer, claiming privilege under the 
Attorney General’s letter. 

Senator Butter. But also saying, and strongly saying, that there 
was no such conversation, in effect. 

Mr. Keerre. I beg your pardon, Senator Butler. 

Senator Kreravver. He said if there was one, he claimed privilege. 

Mr. Keerre. Did you say that, Mr. Armstrong ? 

Mr. Armsrron«. I said there was no inference. 

Senator O’Manonery. There was no inference? 

Mr. Armstronec. To be taken from my answer. 
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Senator Burier. Senator, may I ask how long we are going to con- 
tinue? The Senate is in session. 

Senator O’Manoney. Let me finish this. 

Senator Burier. I would like to know what are your plans. I 
have got some work to do on the floor. 

Senator Kerauver. I think that we have made commitments to 
try to get Mr. Dean away from here as soon as possible. 

Senator Burier. When is as soon as possible ? 

Senator Kerauver. I don’t mean today. He wants to go out West 
early next week, and we were going to have Mr. Wenzell this afternoon 
at 2 o’clock, and I think that we will have to take Mr. Wenzell, we 
will start with Mr. Wenzell, at 2 o’clock this afternoon. 

Senator Burier. Of course the Senator realizes this isn’t the only 
thing going on in Washington. I am extremely busy. I would like 
to have a minute to look at something else. 

Senator Keravuver. Well, this is a very important matter. 

Senator Burier. Certainly it is important. There are a lot of im- 
portant matters. 

Senator Kerauver. Senator Butler, you are not a member of this 
subcommittee, but we are delighted to have you here, and I hope that 
we can have you here all the time. 

Senator Burier. Senator, I didn’t hear the last remark. 

Senator Keravuver. I say you are not a member of this subcom- 
mittee, but we are glad to have you here. 

We would like to have you here all the time and arrange our hear- 
ings so you can be, but three members of the committee are Senator 
O’ Mahoney, Senator Langer, and myself. 

Senator Burier. O course the Senator must realize that the Senate 
of the United States is sitting. We are going to have matters that 
we are going to have to vote on. 

As I say, this is not the only thing going on around here. I would 
like to have a minute to look at something else. 

Senator O’Manoney. Mr. Chairman, may I ask the chairman and 
the Senator from Maryland to just indulge me for a few moments. 

Senator Butter. Also I think it is important that this Commis- 
sion be gotten rid of, let them go back to work, if you can do it. 

Senator O’Maunonry. All right, but we want them to go to work 
under the law and the Constitution. 

Mr. Armstrone. We will. 

Senator O’Manoney. Did you claim your privilege on that matter 
because you denied there was any inference? 

Mr. Armstrone. Yes. 

Mr. Keerre. Can’t hear you, Mr. Armstrong. 

Senator O’Manonry. He said “Yes.” 

Then you are taking the position that a witness before the commit- 
tee has a right to answer a question as to what he did, without giving 
any inference that having failed to say, “No, I did not,” he must be 
recognized in this privilege. 

Now if you did not.talk to Sherman: Adams about: that appropria- 
tion so vitally affecting this bill, you can say to this committee “No” 
and the thing is over. 

But when you say, “I claim privilege with respect to my conversa- 
tion with Sherman Adams,” you are raising clearly before this com- 
mittee, before the Congress, and before the public the question as 
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to whether or not an officer in the White House, who is not the Presi- 
dent, may communicate to the chairman of an independent commis- 
sion and ask him to take an action for the purpose of affecting an 
appropriation before another committee altogether outside of the 
jurisdiction of that commission. 

Senator Burier. Senator, I think you would like that to be the in- 
ference, but I don’t think it is under any fair construction of the 
testimony of the witness. 

Senator Kerauver. The Senator asked Mr. Armstrong a question. 
Mr. Armstrong, do you want to answer the question ? 

Senator O’Manonery. I am sure, Senator Butler, if I had ‘asked 
that question to you, you would say “No” immediately. 

Senator Burter. Well, I don’t know what I would say, Senator; 
we are dealing here now with separation of powers of the Government. 

Senator O’Manoney. That is right. 

Senator Butter. We are dealing with the constitutional right of 
the Executive, and I can hear the legislative branch of the Govern- 
ment hollering if the President told them they had to divulge some- 
thing which was within their jurisdiction to him, and I think we 
ought to respect the rights of the President of the United States, and 
we ought to respect the right of the executive branch to conduct its 
business in an orderly manner. 

Senator O’Manoney. In order to get this matter clearly before your 
mind, sir, I want to say that in 1937 when I was a member of this 
‘committee, there came from the White House a bill which was de- 
signed as I thought to make the Supreme Court acquiescent in the 
views of the President. I fought that bill. 

Senator Butter. I realize that, and I have heard the Senator make 
some excellent speeches on the floor on separation of powers. But 
I say here now that I think the Senator, not intentionally, perhaps, 
but I do think that the Senator is pushing the privilege, is pushing 
this witness. 

Senator O’Manonry. No. 

Senator Butter. To do something that the witness doesn’t believe 
he should do in good conscience. 

Senator O’Manonry. Will you pardon me? 

Senator Butter. I think the witness has been perfectly fair with 
the Senator and with the subcommittee. 

Senator O’Manonry. I think that what we see here is the great 
question as to whether or not there is now going on in this Government 
an attempt by those who surround the President of the United States 
to carry on invisible Government influenced 

Senator Butter. Invisible government? 

Senator O’Manonry. Invisible government. 

Senator Burrer. A member of the Democratic Party talking about 
invisible government. We had it for 20 years under a Democratic 
President. 

Senator O’Manonry. Now the Senator is making a political speech. 

Senator Burter. The Senator is doing pretty good himself. 

Senator O’Manonry. I say the attempt, that there exists an at- 
tempt, to control the activities of the boards and commissions of the 
United States by secret activity, by conversations and conferences con- 
cerning which the witnesses will not testify is just as bad an expansion 
of the executive power as the other one was. 
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Senator Burter. And I am telling the Senator if any such thing 
was occurring, he knows I would be one of the first ones that would 
try to expose it. 

Senator O’Manonry. Let us combine and cooperate in trying to find 
out, and let this witness give a fair—— 

Senator Burier. This witness has expressed a willingness to cer- 
tify this question to the Attorney General to see if he can answer it. 
He has answered fully and fairly every question put to him. He is 
going to ask the Attorney General if he can answer this one. 

Senator O’Manonery. Is he going to ask the Attorney General? 

Senator Burer. I think that w as the agreement, wasn’t it? 

Senator O’Manonry. Are you going to ask the Attorney General ? 

Mr. Armstrong. I stated to Senator Kefauver that I would, 
although I also stated that I think it is totally unnecessary in view of 
the opinion here. 

Senator O’Manonry. Senator Butler gave me some new informa- 
tion. Pardon me just a minute, Senator. 

Senator Keravuver. Let Senator O’Mahoney ask his question and 
then I will recognize you. 

Senator O’Manonry. You told me just now across the table, Sen- 
ator Butler, that this witness has promised to ask the Attorney Gen- 
eral whether he can answer a question of Congress. 

Senator Burier. I am only saying what I thought I heard expressed 
by the witness. 

Senator O'Manonry. IT am asking the witness to be fair with him. 
I don’t want to take your evidence about it. 

Senator Burier. I think the witness said he didn’t think it was nec- 
essary, but he would do it. 

Senator O’Manoney. I am not sure you correctly understood 
Did you say you will not answer this question ? 

Mr. Armstrone. Yes. 

Senator O’Manonry. Until you consult the Attorney General ? 

Mr. Armstronc. No. 

Senator O’Manronry. You did not. 

Mr. ArmstrronG. I said I would answer the question because I con- 
sider it was already covered by the opinion of the Attorney General. 

Senator O’Manoney. Then you didn’t say what Senator Butler 
said. 

Mr. Trapers. Let him complete his answer, please, Senator. 

Mr. Armstronc. The chairman of the committee asked me, as I un- 
derstood it, if I would submit that question to the Attorney General 
again, and I said certainly, on the chairman’s request. 

Senator O’Manoney. Oh, he asked you to do that ? 

Mr. Armstrona. He did. 

Senator Kerauver. But he refused to answer on the grounds of 
privilege, and I asked him if he would submit the matter to the Attor- 
new General, and he said that he would. 

Senator Butter. Mr. Chairman. 

Senator Keravver. All right, Senator Butler. 

Senator Butter. I have lodged an objection on the floor to the con- 
tinuance of this hearing at this time. 

T don’t intend to hold that objection, but I do have to go to lunch 
and to the floor and other things, and if the chairman will just sus- 
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pend for a half hour or an hour or whatever he wants to do, I will 
remove the objection. 

Senator Krrauver. You mean you have lodged an objection to the 
committee sitting at this time? 

Senator Butter. At this time, and I am perfectly willing to remove 
it within an hour or any reasonable time the committee chairman sets. 
I think we have been here long enough. 

I have got some things I have got to do, and I want to be here, but 
I just can’t spend all my time here, and I will remove the objection 
after luncheon, if it is the rule of the chairman. 

Senator Kerauver. It is your privilege to object to the committee 
sitting while the Senate is in session. 

Senator Butter. I am not objecting from that standpoint. I am 
trying to get a recess. If you will recess for a minute or an hour— 
I have got some telephone calls. 

Senator O’Manoney. I move that we recess until what time? 

Senator Keravuver. Two o’clock. 

Senator Butter. Fine. I remove the objection. 

Senator Kerauver. Now shall we ask all the Commissioners to come 
back this afternoon ? 

Senator O’Manoney. I am not concerned with their coming back. 

Senator Kerauver. I think it would be well to have Mr. Armstrong 
and Mr. Ewell and Mr. DuBois. The other members of the Com- 
mission I do not believe need to come back this afternoon. 

I hope that until we get this opinion of the Attorney General— 
maybe he can get it by 2 o’clock—that we can finish up with Mr. Arm- 
strong in about 30 minutes, because we have certainly inconvenienced 


Mr. Dean and Mr. Wenzell very badly, and I hate to do that any more. 
Mr. Armstrrona. Mr. Chairman, would it be proper for you to re- 
quest the court reporter to transcribe the question which you asked me 
to inquire of the Attorney General about immediately, so that I can 
get it over there ? 
Senator Kerauver. Mr. Armstrong, I think you would understand 


it. 

Senator O’Manoney. Mr. Chairman, I suggest that the Chair 
address a letter to the Chairman setting forth definitely what the 
question is, so that it will be clearly understood by the Attorney Gen- 
eral. That will be helpful. 

Senator Keravver. I think the question 

Mr. ArmstronG. Senator Kefauver, would it be in order for me 
to request that I be permitted to be in the Commission offices this 
afternoon to attend to the business of the Commission, in view of the 
necessity of applying to the Attorney General ? 

Senator Kerauver. Mr. Armstrong, I would like very much to try 
to get this matter settled this afternoon. 

Mr. Armstrone. Very well, sir. 

Senator Keravuver. I would like you to come back at 2 o’clock. 

Mr. Keeffe, will you see if the reporter can find the exact question ? 
If he can’t, why, let’s rephrase the question. 

We stand in recess until 2 o’clock. 

(Whereupon, at 12:30 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m. the same day.) 
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Senator Kerauver (presiding). Mr. Armstrong, since we left 
shortly after noon, you were going to endeavor to see the Attorney 
General of the United States with reference to this matter. Have you 
been able to see him ? 

Mr. Armstrong. I have been unable to contact the Attorney Gen- 
eral, although I have been in almost constant attempt to do so since 
we adjourned before the noon hour. 

I would suggest that it would be very helpful and would expedite 
the work of your subcommittee if you would excuse me and the Com- 
mission personnel here this afternoon so that I can follow out the 
suggestion, which I think is a good one, that I get the opinion of 
the Attorney General as to whether the position that I took here this 
morning in response to the questions of the committee, was a correct 
interpretation. 

I have every desire to answer the questions correctly, and if it 
would be the disposition of the subcommittee, Mr. Chairman, to call 
me back at 10 o’clock in the morning—and I am reasonably sure I 
will have had an opportunity to get that advice—it would be of 
great benefit, I submit, to all concerned. 

Senator Keravuver. Mr. Armstrong, two members of this committee 
are supposed to attend hearings in Chicago tomorrow morning. I 
do not know what we will be able to do about it, Senator Langer 
and I. 

Senator Langer, Senator O’Mahoney, and I have had a discussion 
about thie future proceedings. If you had talked to the Attorney 
General, we expected to go on this afternoon, but we are not making 
very fast progress on this piecemeal way of doing business, here, 
of getting up to the point of the question and then having to go 
down to see the Attorney General about it, so 1 think it would prob- 
ably be well to try to see if we could either get all of the information 
the committee wants at one time, rather than to have various and 
sundry conferences. 

So that we can have the matter presented directly and straightfor- 
wardly to you, Mr. Armstrong, and for the benefit of the Attorney 
General, Senator 0” Mahoney and I in that line have drawn up a 
statement of what it is that we would like to have—and this is con- 
curred in—what was going into the statement—with Senator Langer. 
I think it might be helpful to read it and then if you want, you may 
take it with you, if you go to see the Attorney General. 

We will then recess the hearing and give you, say, until about 
next Tuesday to see if you can get the answers that we want. 

Senator Butter. Mr. ( ‘hairman, may I say I think that is very gra- 
cious of the chairman. I am perfectly certain that the Chairman of 
the SEC wants to give this committee all the information it wants 
and I do think he should have the guidance of the Attorney General 
in this matter. 

Senator Kerauver. Here is the policy proposition in the statement 
agreed upon by the members of this committee, Senator O'Mahoney 
and myself, and in substance by Senator Langer. 

Mr. Armstrong's testimony this morning showed that on June 11, 
1955, he had a telephone conversation with Mr. Sherman Adams, 
Assistant to the President, regarding the debt-financing proceedings 
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which was then pending before the trial examiner designated by the 
SEC for the purpose of taking wrong) in the case. 

The case referred to is, of course, the Dixon-Yates case before 
the SEC, docket 70-3375. 

His testimony also shows that there was another telephone con- 
versation on Wednesday, June 15, 1955, regarding the matter which 
was discussed on June 11. The explanation given by Mr. Armstrong 
with regard to the purpose of Mr. Adams’ call, on June 11, is wholly 
and completely unsatisfactory to this committee. It is clear that re- 
quests for adjournments or suspensions of the taking of testimony 
when a case is pending in that tribunal, or in any other tribunal, ean 
be and should be handled in an orderly’ and regular fashion. In this 

case, the Justice Department and Counsel for the Atomic Energy 
Commisison appeared before the trial examiner on June 8, 1955, w hen 
Mr. Cook, the Deputy General Manager of the Atomic Energy Com- 
mission, testified. 

The Justice Department and the Atomic Energy Commission were 
fully aware of the nature of the questions being examined into by 
the trial examiner, and for a number of days were fully aware of the 
fact that Mr. Wenzell and Mr. Linsley were sc heduled to testify in 
that proceeding. 

The Chair is advised that a representative of the General Counsel's 
office of the AEC sat in as an observer during most of the hearings 
conducted by the trial examiner. That is shown by the record. 

It is clear that in these circumstances if the Justice Department 
or the Atomic Energy Commission wished an adjournment of the 
hearings scheduled for June 13, the orderly and regular procedure for 
ac complishing that purpose was for counsel for the Justice Depart- 
ment and the Atomic Energy Commission to make application to the 
trial examiner when the hearings opened the morning of June 13. 
This is the only procedure which \ would have been fair and just to the 
parties and the proceedings pending before the Securities and Ex- 
change Commission. 

This was a proceeding under the holding-company section, which 
is judicial or quasi-judicial in its nature. 

Just before we recessed, Mr. Armstrong was asked to state the full 
conversation he had with Mr. Adams. Mr. Armstrong was asked 
whether in that conversation there was any discussion of the fact that 
there was pending the question of an appropriation for a TVA trans- 
mission line. 

That was, of course, before the House of Representatives. Mr. 
Armstrong refused to answer the question upon the ground that it 
was privileged under the letter of the Attorney General, and at the 
request of the Chair was supposed to obtain an opinion from the 
Attorney General as to whether he would be permitted to answer the 
question. 

In view of the evidence which is already available to this committee, 
it is perfectly clear that there was White House intervention in this 
matter on June 11, 1955, and on June 15, 1955, by Mr. Sherman 
Adams. 

This committee is concerned not only with the suspension of the 
hearings on June 13, 1955, but is also concerned with any informal 
conferences, conversations, or meeting which may have taken place 
prior to the opening of the equity proceedings, during the equity pro- 
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ceedings, before the equity proceedings and when it was decided by the 
SEC; also whether any informal conferences, conversations, or meet- 
ings took place prior to the debt-financing proceeding or during the 
debt-fmancing proceeding. In view of the evidence already avail- 
able to the committee, it 1s essential that the committee and the Con- 
gress obtain full and complete facts from the SEC, with respect to 
these questions. We do not intend to sit here and have Mr. Armstrong 
relate to us what he believes is relevant and have him refuse to testify 
to matters which he claims are not relevant, or are privileged. We 
feel that the committee has some right to determine those matters. 

Accordingly, the Chair now asks Mr. Armstrong, if he desires to do 
so, to consult with the Attorney General and to obtain an opinion from 
the Attorney General as to whether the Securities and Exchange Com- 
mission will be permitted to appear before this committee for the pur- 
pose of making a full, detailed, and complete disclosure of all meet- 
mgs, all conferences, all conversations, no matter where or when they 
took place, so long as they relate to the Dixon- Yates deal, and are out- 
side of the purely administrative or housekeeping duties of the Com- 
mission as defined, and in the purview of the Reorganization Act. 

This is the information we want and this is the clearance we hope 
Mr. Armstrong will obtain from the Attorney General. 

The investigation being conducted by this committee goes to the 
question of outside influence or alleged corruption in the Dixon- 
Yates deal. This committee wants to find out how far this outside 
influence or corruption went, what agencies of the Government were 
involved, and what influence or pressure, if any, was brought to 
bear on a quasi- -judicial agency with statutory responsibilities under 
the Public Utility Holding Company Act. 

In these circumstances, there can be no privilege in the judicial 
proceedings. These are matters which the administration itself should 
be willing and desirous of making public so that the American people 
can have all the facts. 

Now, Mr. Armstrong, I will have the reporter transcribe this for 
you, or we will get up a better copy. That is what we would like to 
have and what we would like for you to find out, what we would 
like for you to consider, and if you wish to consult the Attorney 
General about it, well and good. There is no reason to go at this 
in a piecemeal fashion. 

We will tentatively, either Tuesday or Wednesday of next week 

or sometime agreeable with you, we will ask that by that time you do 
any consulting that you want to and be in a position to tell us whether 
or not you can testify about these matters that we have outlined in 
general terms, here. 

Mr. ArmstronG. Senator Kefauver, the answer to the question con- 
tained there is “yes,” I think it is very helpful. 

Senator Keravuver. There isn’t any particular question, Mr. Arm- 
strong. 

Senator O’Manoney. He says it is helpful. 

Mr. Armstrone. There was a question, as I understand it, did I 
wish to follow through the procedure you have outlined and the 
answer to that is “yes,” I think it is a very helpful way of proceeding 
inthe matter. Is the — you set the 20th? 
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Senator Kerauver. We will negotiate with you or talk with you 
about it. 

Mr. Armstrrone. There is just a question of the date since I have an 
engagement to appear before the Interstate and Foreign Commerce 
Committee of the House on pending legislation there on the 20th. 

Senator Kreravuver. If that is Tuesday, we will make it Wednesday. 

Mr. O’Manoney. The 20th is W ednesday. This is the 13th. 

Mr. Armstrone. Then could it be Tuesday, Senator ? 

Senator Krrauver. Yes, I am sure we could make it Tuesday. 
Kither at 10 or 2. 

Senator O’Manonry. Mr. Chairman, before the Chairman leaves, 
may I say a word in amplification of that statement ? 

Senator Kerauver. Yes. 

Senator O’Manoney. I wanted to make clear my own thought 
about this matter before you leave, Mr. Armstrong. 

At the time that you directed the trial examiner to postpone the 
hearing of the SEC, to which witnesses had already been called by 
the SEC, there was pending, or about to be taken up in the House, 
a question of an appropriation of $614 million to build a transmission 
line in connection with the delivery of the proposed Dixon- Yates 
power. 

This morning after you had presented the letter the Attorney Gen- 
eral had written to you, in which he told you specifically that— 

a request to the Commission for an adjournment by someone in the executive 
branch outside of the committee 

was not within the President’s letter of May 17, 1954, addressed to the 
Secretary of Defense, and that once the proceeding is no longer pend- 
ing before the Commission— 

such information should, upon request, be made available by the Commission to an 
appropriate congressional committee. 

So, in accordance with that letter from the Attorney General, you 
testified this morning that you had several conversations w ith Mr. 
Sherman Adams. 

The question was then addressed to you by the chairman as to 
whether or not those conversations with Mr. Adams had anything to do 
with, or any relation to the appropriation pending in the House for the 
transmission line. It was that question which you declined to answer, 
apparently upon the belief that the Attorney General had advised you 
that it was a privileged question which you could decline to answer. 

You are nodding — head in approval as I relate these facts. 

So, believing as [ do myself, that this is not a privileged matter, 
Lecause it deals with a question wholly outside the issue that was before 
the SEC, and one with which you had nothing to do, and the answer 
to which, if you gave it, might indicate that Mr. Sherman Adams was 
asking the Securities and Exchange Commission to delay the properly 
and already instituted procedure of an examination, for fear that the 
results of that examination, the testimony of Mr. Wenzell and other 
witnesses there, might have a disadvantageous effect upon the action 
of the House upon the appropriation. That is why I do not believe it 
is privileged. 

If you desire to ask the Attorney General whether it is privileged, 
the statement of the chairman has made it clear that he has no objec- 
tion to that. But that is the big issue: Whether or not the executive 
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branch of this Government can manipulate the quasi-judicial inde- 
pendent agencies of Government in order to put through appropria- 
tions and policies before Congress. 

Senator Kerauver. Very well. We have this understanding and I 
assume when you come back, that Mr. Ewell and Mr. DuBois and Mr. 
Timbers can come along with you. 

Senator O’Manoney. Senator Butler suggests that a copy of my 
statement be included in this material. 

Senator Kerauver. That a copy of Senator O’Mahoney’s statement 
be added to the statement which the chairman read. 

It will be furnished you this afternoon. 

Mr. Keerrr. Now, the 20th, I understand, is Monday. 

Senator O’Manonrey. Today is the 13th, Monday will be 7 days 
hence, namely the 20th. 

Mr. ArmstronG. Today is Wednesday, isn’t it ? 

Senator Kerauver. I believe it is. 

Senator O’Manonery. Today is Wednesday—Wednesday the 13th. 

Senator Krerauver. My administrative assistant had a 1954 calendar 
here. 

Mr. Armstrona. It is Tuesday, the 19th, then. 

Mr. Krerre. If there is some complication about Tuesday, we will 
be in touch with you. We want to get to Mr. Dean as quickly as we 
ean. 

Mr. ArmstrronG. Wednesday is when I have the hearing before the 
other committee. 

Mr. Keerre. Is the hearing inthe morning? I will be in touch with 
you. 

Mr. ArmstroncG. You will be in touch with me, Mr. Keeffe? 

Mr. Keerre. Yes. 

Mr. Wenzell, Mr. Dean, and Mr. Dooling. 


TESTIMONY OF ADOLPHE H. WENZELL, ACCOMPANIED BY ARTHUR 
DEAN AND JOHN F. DOOLING, JR.—Resumed 


Senator Kerauver. Mr. Wenzell, when we interrupted here—and 
I sincerely didn’t think it would be anything like this, but it is diffi- 
cult to tell what is going to happen—we had finished talking about 
the 20th of January 1954, I believe. Is that not where we were? 

Mr. Keere. That is right, Senator. 

Senator Kerauvrr. What is next, Mr. Keeffe? 

Mr. Keerre. Mr. Wenzell, as I understand it, you remained in 
Washington the night of the 20th of January 1954, and you apparently 
came to hear the President’s budget message for the year 1955, de- 
livered January 21, 1954; is that correct ? 

Mr. WenzeELL, I think I returned that night of the 20th. 

Mr. Krrrre. You did not remain to hear the budget message ? 

Mr. Wenzett. I did not. : 

Mr. Keerre, What did you do on the 21st with respect to this mat- 
ter / 

Mr. Wenze.L, I don’t think I did anything. I think I was back 
in my office in New York. 

Mr. Krrrre. You went back to the First Boston Corp., in New 
York? 

Mr. WenzEL. Yes, sir. 
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Mr. Krerre. Now, during the next period from January 21 to Feb- 
ruary 1, what, if anything, did you do with respect to this matter ? 

Mr. WENZELL. I attended meetings 

Mr. Krerre. Don’t come to the day February 1. If you can, turn 
your mind back specifically from January 21 to, say, January 31. 
During that period, what did you do? 

Mr. WenzeELt. I think I was in New York for that entire period. 

Mr. Keerre. | presume you had talks in New York with 8g Miller 
informing him of the progress of the negotiations; did you not ? 

Mr. Wenze.t. He was with me on the 20th. 

Mr. Keerrre. Yes. 

Well, during the period from the 20th, on your return to New 
York, the period of the 2ist to January 31, did you keep Mr. Miller 
informed of the progress of negotiations? Was there any progress 
during that period ¢ 

Mr. Wenzetu. As far as Mr. Miller is concerned—that was the 
first part of your question ¢ 

Mr. Kenrre. The first part is, Did you have any conversations with 
Miller during that period about this matter ? 

Mr. WENzELL. I don’t recall any that I had. 

Now, your second question was, Did I attend other meetings in that 
period ? 

Mr. Keerre. Precisely. 

Mr. WenzeELL. I must have attended some meetings. I can’t re- 
member the exact dates of the meeting. 

Mr. Keerre. Talk a little louder now. 

Mr. WENzELL. I attended meetings. 

Mr. Krerre. In New York? 

Mr. WenzELL. I think I had a meeting shortly after the 21. 

Mr. Keerre. As of what date would you fix that meeting, Mr. 
Wenzell? 

Mr. WenzELL. Within a few days. 

Mr. Kererre. January 23 or 24? 

Mr. WENZELL. I don’t remember what Sundays and Saturdays 
intervened there, but within a few days—— 

Senator Kerauver. Excuse me. 

Mr. Wenzell, when he testified before the Securities and Exchange 
Commission, had some memorandums about that. 

Mr. WENZELL. I had a little note at that time which I prepared 
which I just do not have any more. I am trying to refresh my memory. 

Mr. Keerre. You do not have that with you? 

Mr. WENZELL. No; I do,not. I have some dates here. 

Mr. Keerre. Without fixing the date, can you tell us where the 
meeting was, who was present and what it was about ? 

Mr. WENZELL. One of the first meetings I had was with Mr. Seal. 

Mr. KeerFe. I do not want you to talk about that if that is the 
meeting on February 1. Is it? You had a meeting with Mr. Seal 
and Mr. Dixon on February 1 in New York. Did you have any 
meeting after the 20th of January, before you met with Seal on 
February 1? 

Mr. WENZELL. It is difficult for me to reconstruct these dates because 
there were a number of them. 

Mr. Keerrer. I appreciate that. 





POWER POLICY 433 


Mr. WeENzELL. I think that one of my early meetings after the 21st 
‘was with Mr. Seal and Mr. Canaday of Mr. Dixon’s company in New 
York City. 

Mr. Keerre. That was a meeting on February 1? 

Mr. WENZELL. February 1 could have possibly been a second meet- 
ing or a subsequent meeting. I am not sure. 1 would have thought 
I had met them sometime prior to February 1. 

Mr. Krerrr. How did you happen to meet with Mr. Seal? Were 
you asked to do that by Mr. Hughes? 

Mr. WENZELL. My instructions from Mr. Hughes were to meet with 
these gentlemen and to try to do everything I could to help advance 
a written proposal, which was to come out, and which had been ver- 
bally agreed upon by Mr. Dixon at the January meeting. So I was 
attending meetings and answering questions and trying to advance 
anything that would move along a proposal which, as you know, 
finally came to fruition on the 25th of February. 

Mr. Kerrre. Yes; I know. 

So that during the period January 20, roughly, to February 1, you 
believe you had at least one meeting with Mr. Seal and Mr. Canaday 
and then you had another meeting on February 1? 

Mr. WENZELL, I had at least that first meeting shortly after the 20th 
of January when I returned. 

Mr. Keerre. To the best of your recollection, can you tell us what 
was discussed between you and Dixon and Canaday, in that first meet- 
ing in the latter part of January and that second meeting February 1? 

Mr. Dean. The meeting was with Canaday and Seal. 

Mr. Keerre. That is right. 

Mr. WENZELL. In the first meeting, Mr. Dixon, I believe, was out 
of town at that time. 

Mr. Kreerre. What was said ? 

Mr. WENZELL. It is difficult for me to reconstruct what was said at 
that meeting. They were attempting to formulate a plan. My func- 
tion at the time was to make sure that the interest costs that would be 
used or would be worked out in that thing would be the best possible 
interest rate that could be obtainable. As I say, I can’t recall any- 
thing specific that was discussed, except that I was at their service and 
representing the Bureau of the Budget on this all-important matter 
of what the interest cost would work out to be. 

Mr. Keerre. And those instructions came to you from Mr. Hughes 
in the meeting on January 20? 

Mr. WenzeELL. Yes, those were the general instructions I had, yes. 

Senator Kerauver. During this period from January 20 to Feb- 
ruary 1, you had other business to transact for the First Boston. You 
were in New York looking after other business. 

Mr. WENZELL. Yes, sir. 

Senator Keravuver. There probably was another meeting during 
that time with Mr. Canaday and Mr. Seal, where you might have 
received telephone calls from Mr. Dixon or Mr. Seal or Mr. Canaday, 
or called them about some matters during that time, interspersed in 
with your other business ? 

Mr. WenzE.u. The telephone calls, as I refresh my memory on it, 
were to tell them that I was at their service, just as long as the plan 
would get evolved where there would be a consideration of the capital 
structure and what cost of money would be involved. 
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Senator Keravuver. -If any matter came up where they needed your 
advice, they would call you ? 

Mr. Wenzeuu. That is right, and it was on that very narrow point 
and that thing, if I may suggest it, Senator, obtained eet much 
up to the time there was formulated the initial proposal which was 
dated, I think, the 25th of February. 

Mr. Keerre. In neither the published chronology of the Bureau of 
the Budget, nor the published chronology of the Atomic Energy Com- 
mission, is there mention of the meeting of February 1 that you had 
with Canaday and Seal, or this other meeting, is that right? 

Mr. Wenzetu. I haven’t checked the thing but I know that my name 
was not mentioned in any of them. 

Mr. Kererre. Neither is the meeting mentioned, is it, Mr. Wenzell 

Mr. Wenzevy. Which date was that? 

Mr. Kererre. February 1 or any meeting in January. The Bureau 
of the Budget chronology as published records a meeting January 21, 
1954, and then skips to February 3, and there is no mention of any 
meeting in the latter part of January, and no mention of any meet- 
ing on February 1. 

The Atomic Energy chronology as published skips from January 28 
to February 3. Apparently the 28th has nothing to do with this. 

Mr. Wenzewy. I thought their chronology was a chronology of 
meetings held in Washington and did not mention any meetings that 
might have been held in New York. 

Mr. Keerre. This particular meeting was a meeting Mr. Hughes 
asked you to attend as a Bureau of the Budget consultant ? 

Mr. WENZELL. Yes, sir. 

Mr. Keerre. In order to work out this first proposition of Feb- 
ruary 25% 

Mr. WenNzELL. Yes, sir. 

Mr. Keerrr. Did Mr. Hughes his conversation with you on 
January 19 and 20, which is when it must have occurred, unless he 
talked with you by telephone thereafter, indicate to you why he 
wanted you to talk to Seal of Ebasco? 

Mr. Wenzetv. I can’t recall specifically, no, sir. 

Mr. Kererre. What interest did Ebasco have in this proposition, 
Mr. Wenzell ? 

Mr. Wenzetu. As I understood at the time, they were concern- 
ing themselves with getting up the figures to show primarily what 
a plant of this type would cost, what the capital costs would be, and 
then collaterally to determine what the annual operating expenses 
would be. 

Mr. Keerre. So they were working more or less along the same 
lines as you were ? 

Mr. WenzeE.L. They were working on the broad project on the thing, 
to make sure that this all-important matter of interest costs would 
be a proper figure and would be worked out to be the most economi- 
cal cost of money. 

Mr. Krerre. That is all I have on that meeting of February 1, Sen- 
ator. May I go ahead? 

Mr. Dean. You didn’t ask him anything about February 1, yet. 

Mr. Keerre. Will you tell us with respect to the meeting of Feb- 
ruary 1, what was discussed, Mr. Wenzell ? 
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Mr. WenzELL. Again, I must reply just in these same generalities, 
and these types that I had before. I can’t find myself able to give 
you specific information about a specific meeting. 

Mr. Keerre. Was there anything discussed at the February 1 
meeting other than what you have told us about the other meeting / 

Mr. Wenzeuu. I do not think so. It may have been a little further 
advanced as time went on. 

Mr. Keerre. It was a general discussion with respect to the form- 
ulation of the 25 proposal 

Mr. WenzELL. Yes, sir. Well, it appeared that on February 25, a 
complete proposal was stated on the thing. 

Mr. Keerre. This was in an early stage of it? 

Mr. WenzELL. Yes. 

Mr. Krerre. After February 1, what was the next meeting you 
had with respect to this matter? 

Mr. Wenzeuti. I was apparently in Washington on the 4th of 
February and the 8th of Pobre ary. 

Mr. Keerre. Will you tell us what you did in Washington on the 
4th of February, who you saw, and what you discussed ? 

Mr. WenzELh. At no meetings that I attended at Washington did I 
not go into the Bureau of the Budget. 

Mr. Keerrre. At every meeting you saw Mr. Hughes or if he was 
out of town, Mr. Dodge, or is it possible that both of them, if they 
were unavailable, Mr. McCandless. 

Mr. Wenze.x. But I do not recall that I was in Washington in that 
period at any time without being at the Bureau of the Budget. 

_ Mr. Keerre. You kept them fully informed about what you were do- 
ing, I presume ? 

Mr. Wenze.t. I was working for them; yes, sir. 

Mr. Keerre. On the 4th of February do you know whether you saw 
Mr. Hughes or Mr. McCandless or Mr. Dodge 

Mr. Wenze.u. I cannot be specific; no, sir. 

Mr. Keerre. You think you did 4 

Mr. WENzELL. I saw at least one of those people. 

Mr. Kerrerre. Did you report to them about your meeting with 
Seal and Canaday in New York, or your two meetings, the one in 
the latter part of January and the one February 1? 

Mr. Wenze. I kept them fully informed of everything I was do- 
ing; yes, sir. 

Mr. Keerre. That is all I have on February 4, Senator. May I go 
ahead ? 

Senator Kerauver. Yes; except I think I would like to interrupt 
at this time to just call Mr. Wenzell’s attention to something and get 
this straight, again, because it is coming up in another committee 
meeting today. When you met Admiral Strauss down there on the 
19th or 20th, whenever it was 

Mr. Wenzewu. The 18th is when it was, sir, and the 20th. 

Senator Keravuver. The 18th and 20th and maybe you saw him on 
the 19th, I do not know. 

Mr. Wenze... I did not see him on the 19th. 

Senator Kerauver. At any rate, when you went down there for 
Mr. Hughes to get a fuller part of the story you are quite certain you 
told him what your mission was, and that Mr. Hughes had sent you 
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down and that you were helping Mr. Hughes? Is that clear in your 
mind ¢ 

Mr. Wenzetu. The appointment was made for me by Mr. Hughes’ 
office ; yes, sir. 

Senator Kerauver. Did you make it clear in exchange who you 
were, that you were there as Mr. Hughes’ agent representing the Bu- 
reau of the Budget to assist in this matter, if any certain interest 
rates and whatnot came up? 

Mr. Wenzexu. I don’t think there was much talk of interest rates 
or anything at that time with him. I just told him that I was down 
there at Mr. Hughes’ request, the appointment will be made for me 
by Mr. Hughes, and that there was to be this fuller meeting on the 
20th, 2 days later on, as I testified before, attended by a larger group, 
including two representatives from the private utilities. 

Senator Kerauver. There isn’t any doubt in your mind but what 
you made it entirely clear to him, and you understood and you felt 
that he understood that you were there as Mr. Hughes’ consultant, 
representing the Bureau of the Budget ? 

Mr: Wenzeu. That was my clear impression ; yes, sir. 

Senator Kerauvrer. I think I should call your attention to the fact 
that Admiral Strauss apparently has testified that he saw you ona 
number of occasions as— 


from the First Boston Corp., and it could only be in that capacity that I saw him. 

Then, a quotation from page 2: 

I have no recollection of Mr. Wenzell’s status that is in conflict with my then 
belief that he represented his firm, the First Boston Corp., advising all present 
at the conference on the availability and cost of financing. 

Do you want to make any comment about that # 

Mr. Wenze.u. I told you what my intention was and what my dis- 
cussions with them were and I can’t add anything to that; no, sir. 

Mr. Keerre. On February 4 did you see Admiral Strauss at that 
time, or anyone from Atomic Energy—Mr. McKenzie, Mr. Walter 
Williams, or any of his aids? 

Mr. WeENzELL. On the 4th of February? 

Mr. Keerre. On the 4th of February when you were in Washington ? 

Mr. WeNzeELL. We are trying to get these dates. It is difficult 
to get them. 

On the 4th of February there is no indication that I was—there is 
indication that if 1 were in Washington on that date, there is nothing 
showing that I was at the AEC. 

Mr. Keerre. So if you talked to them it would have to have been 
at the Bureau of the Budget? 

Mr. WENzELL. Yes, sir. 

Mr. Keerre. Have you any recollection of that? 

Mr. WeENzELL. I can’t remember separately ; no, sir. 

Mr. Keerre. You cannot remember whether you did or did not? 

Mr. Wenzet. That is right. 

Mr. Keerre. You are reasonably sure you saw Hughes or McCand- 
less, and perhaps Dodge? 

Mr. WenzeLL. Well, not necessarily all 3 of them, but at least 1 of 
those 3. 

Mr. Keerre. Probably Hughes. 

Mr. Wenze.i. Hughes or McCandless, more often. 
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Mr. Kererre. On the evening of the 4th, did you return to New York? 
You were in New York on the 5th? 

Mr. WENzELL. Yes, sir. 

Mr. Keerre. The 5th was the time of the conference to which you 
have already testified with respect to exhibit 12, where you figured out 
interest rates with Mr. McCandless, Mr. Harter, and Mr. Miller? 

Mr. Wenze.u. That was the first meeting we had to get something 
moving on a defunctive interest rate. 

Mr. Kerrre. Do you want to look at this exhibit 12, refresh your 
recollection and tell us in your own words what you did in New York 
on February 5, with Miller and with Harter and Cannon, with respect 
to this matter? 

Mr. WeNzELL. This is the first meeting that I had specifically to 
get an informed opinion about the cost of money. 

Mr. Krrrre. Before you come to that, were you asked to do this 
by Mr. Hughes when you were in Washington on the 4th? 

Mr. WeNzELL. Yes, sir. Well, I do not know whether it was the 
4th, but being in Washington the day before, I am sure that this was 
a meeting that followed as a result of that, yes, sir. And this was 
the first meeting that I attended where I attempted to get an informed, 
accurate opinion of what the cost of this money would be, and I went 
to the best people that I knew of in my then organization, the First Bos- 
ton Corp. I was considering myself doing this for the Bureau of 
the Budget, getting this information, and these are notes made by 
Mr. Harter. Mr. Harter and Mr. Cannon as has been testified to 
previously here were vice presidents of the First Boston Corp., and 
who were experts in markets. 

Senator O’Manoney. I believe Mr. Wenzell, that you testified be- 
fore with respect to this exhibit, just exactly as you have testified 
now, that you thought, at that time, that although your name—— 

Senator Kerauver. Could you speak a little Youder, Senator. 

Senator O’Manoney. Yes. 

I was saying, Mr. Wenzell, that it is my recollection that the tes- 
timony you have just given now is the same as that which you gave 
some days ago when I questioned you about this exhibit, namely that 
although this was a conference exclusively of members of the First 
Boston Corp., you were engaged at that time in working out interest 
rates and financing details as a representative of the Bureau of the 
Budget. Am I right? 

Mr. WenzeE LL. I so considered myself; yes, sir. 

Senator O’Manoney. And you still do. 

And then you testified—when I called your attention, I think, to 
the letter of February 25, 1954, of Mr. Dixon and Mr. Yates, in which 
they presented their offer, and in which they said that they had con- 
salbel tigieel and authoritative financiers, that they felt that the trans- 
action, that they were referring to you, they were relying on that 
information. 

Mr. Dean. Do you mean Mr. Wenzell, or the First Boston Corp., 
when you say “you’’? 

Senator O’Manoney. I meant Mr. Wenzell. That Dixon and Yates 
were relying upon the information received from him as a repre- 
sentative of First Boston. 

Mr. Keerre. Did you see Dixon- Yates on the 5th? 

Senator Keravuver. Let’s get the question. 
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Senator O’Manonry. Your meeting of February 5 was where you 
were acting as a representative of the Bureau of the Budget? 

Mr. Wenzetu. I was making their request. 

Senator O’Manonry:. Although you were a vice president of the 
First Boston ? 

Mr. Wenzetu. There is no question about that. 

Senator O’Manonry. There is no concealment of that at all. That 
is out in the open. 

Mr. Wenzetu. Yes. 

Senator Krerauver. Then, I said, in response to my — as to 
whether or not Dixon and Yates in their letter of February 25 making 
an offer of the contract, were not referring to you and the material 
that you prepared when they said they were relying upon the advice 
of competent financial counsel. 

Mr. Wenzetu. I think that is a very fair statement; yes, Senator. 

I think, if I could explain it 

Senator O’Manoney. Certainly. 

There is no question in your mind at this time that you were acting 
as Bureau of the Budget representative, and that Dixon and Y ates 
were relying upon you for this very information. 

Mr. Wenzetu. To make sure it was the same information. To make 
sure it was the same information. The same interest rate. 

Senator O’Manonry. There is no question about it. 

Mr. Wenzeti. That is right. 

Senator O’Manoney. When Mr. Hughes called you up in January 
to come down to Washington before this session, it was for the pur- 
pose of getting this advice ‘from you. 

Mr. Wenzett. This was one of the very important, narrow things 
that they want to have exact, accurate advice on. That is how I so 
construed it ; yes, sir. 

Senator O’Manonry. When you came down here—was it on the 
14th ¢ 

Senator Krerauver. He went back to New York. He was here on 
the 4th and he came back to New York. 

Senator O’Manoney. I am talking about January. 

Mr. Wenzety. The 18th of January was my first time in Wash- 
ington. 

Senator O’Manonry. There was some doubt in the record when 
That was first brought out, as to when Mr. Miller came down, and 
that has been all cleared wp now and you testified you came down here 
on the 18th. You conferred with Hughes, and Hughes asked you 
then to be the representative of the Bureau of the Budget i in present- 
ing this matter, at the conference to be held on the 20th. 

Mr. Wenzett. Well, to be there for them, yes, sir. That is right. 

Senator O’Manoney. And he sent you over to the Atomic Energy 
Commission to see Admiral Strauss? 

Mr. Wenzevi. That is right. 

Senator O’Manonry. And you went there and you introduced your- 
self to Mr. Strauss as a representative of the Bureau of the Budget ? 

Mr. WeNnzELL. Yes, sir. 

Senator O’Manoney. There is no question about that in your mind? 

Mr. WENzELL. No, sir. 

Senator O’Manoney. The reason I brought out those facts again is 
because I hold here a copy of the draft of the statement made today by 





POWER POLICY 439 


Admiral Strauss, in which he specifically denies that he ever regarded 
you as a budget representative at all. Let me read you what he says: 

I have no recollection of ever having met Mr. Wenzell prior to January 18, 1954. 
On that date, Mr. Wenzell called at my office. He has stated that the appoint- 
ment with me was made by Mr. Hughes, which statement I have no reason to 
question, since ordinarily I keep no record of how appointments are made. Mr. 
Wenzell registered into the Commission on that occasion, and a number of subse- 
quent occasions, as from the First Boston Corp. and it can only have been in that 
capacity that I saw him. A question was under discussion at that time and 
subsequently as to the interest rate which securities would have to carry if 
public rather than governmental financing— 


he is using the word “public” in the sense of private financing— 


provided the cost of construction of facilities to furnish electrical energy was 
needed in the Memphis area. The cost and the amount of financing were impor- 
tant. I regard Mr. Wenzell’s firm as extremely well qualified to advise on the 
availability and cost of capital to be provided from sources other than govern- 
mental. 


I saw Mr. Wenzell for the first time at 2:45 p. m., January 18, in room 213, 
which is the large conference room of the Commission. I returned to my office 
at 3 o'clock to keep an appointment with the Ambassador from South Africa. 

My appointment record indicates that on January 20 at 3 p. m., there was a 
meeting in the Commission which Mr. Wenzell attended and where I saw him 
for the second and last time. 


I have no recollection of Mr. Wenzell’s status that is in conflict with my then 
belief that he represented the First Boston Corp., advising all present at the 
conference on the availability and cost of financing. 

Now, I call that to your attention because it is in complete conflict 
with your testimony, as to whether or not you were presented to him 
us a representative of the Bureau of the Budget. 

Mr. WeNzeiuL. I can only give you, Senator, my own statement of 
what the meeting was. 

Senator O’Manonrey. I accept your statement, Mr. Wenzell, but I 
wanted you to see the conflict being brought out today before the Joint 
Committee on Atomic Energy. 

Mr. Wenze.u. I only met Admiral Strauss for a few minutes the 
first day and I think he was present at that - tame: on the 20th, which 
Was a large meeting with a larger group. I do not recall that he was 
in any subsequent “neetings. ‘You may recall that Mr. Hughes also 
had great difficulty—I do not think he ever recollects how he met Mr. 
Miller. And people’ s memories, who see many people, play tricks on 
them. I cannot give you any other explanation, sir. 

Senator O’Mauoney. Well, you can see the great. difficulty with 
which the members of this committee are concerned, because the tes- 
timony of Admiral Strauss, the head of the Atomic Energy, puts you 
in the position of having appeared before him and the Atomic E Wnergy 
Commission as a representative of the First Boston Corp., seeking 
to put through this transaction. 

Mr. Wenze.u. Seeking business? 

Senator O’Maunoney. Yes, seeking business. 

Mr. Wenzext. Certainly. 

Senator O’Manoney. And your testimony is, and the release which 
was written from Mr. Coggeshall, and the letter written for Mr. 
Yates, all deny there was any time when the First Boston Corp. 
was looking for business in the sense of trying to get a fee. You have 

said that from the first. I think there was a time in there when 
the First Boston Corp. changed its hats. 

Mr. Wenzeww. Or its uniform. 
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Senator Keravuver. I think I should comment at this point that 
this is a very confused situation. Admiral Strauss thought of Mr. 
Wenzell only as the representative of the First Boston Corp. Here 
is Mr. Hughes who does not know yet whether the First Boston 
Corp. got the business or not. 

Mr. Dean. Mr. Dooling says First Boston Corp. “has been getting 
the business” all this week. 

Senator O’Manoney. It got the business and is putting in no bill 
for a fee to this committee. 

Mr. WrnzELL. Not even expenses, Senator. 

Senator Kerravuver. The committee is delighted to have visiting 
us this afternoon a little while, three members of the appropriations 
committee of the German Bundestag, and members of their staff, and 
I understand the chairman of the appropriations committee, Mr. 
Erwin Schoettle. We are very delighted to have you with us. Also 
deputy floor leader of the Social Democratic Party and a member of 
that party’s executive committee. He was born at Stuttgart and is 
currently the publisher of the Stuttgarter Nachrichten. 

The vice chairman is Dr. Martin Blank, member of the Free Demo- 
cratic Party. He isa political scientist by training, a businessman by 
profession. 

The third member of the committee is the ranking CDU member, 
Dr. Rudolf Vogel. Dr. Vogel is a former chairman of the Bundestag 
Committee on Press, Film, and Radio. 

Dr. Friedrich Vialon is the assistant secretary of the Minister of 
Finance. 

Dr. Hans Greuner is director of the auditing division of the 
Federal Accounting Office. 

These distinguished senators and their staff members are in this 
country to study American methods of budget control, particularly 
budgetary control of the military establishments. They have been 
to the Bureau of the Budget, to the Department of Defense, to the 
General Accounting Office. Now, they are visiting Congress, and 
from here they will go to Denver and other places in the United 
States. 

We are delighted to have you with us, gentlemen. 

This is Senator O’Mahouey, a very distinguished Member of the 
Congress; Mr. Keeffe, our assistant counsel; Mr. Oppenheimer, statt 
member. 

The distinguished Arthur Dean, of Sullivan & Cromwell, who 
negotiated the Korean truce, Mr. Dooling, his partner, and Mr. Wen- 
zell, who is our witness in this proceeding. 

We appreciate very much your presence here, and we feel honored 
that you have come to be with us a while this afternoon. 

Senator O’Mahoney, do you wish to say anything ? 

Senator O’Manonry. I just associate myself with your remarks. 
We are happy to see the representatives of the New Seriasias State, 
and so far as I am concerned, I think I can speak for everybody in 
the Congress when I say that we wish you every success in the 
reestablishment of free government in Germany and throughout the 
world. We depend upon you as cooperators in that great effort. 

Senator Keravuver. We will have about a 2-minute recess to give 
those of us here a chance to shake hands with these distinguished 
gentlemen. 
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( Two-minute recess. ) 

Senator Kerauver. You were discussing the February 5 meeting. 

Mr. Krerre. During the period January 22 to February 5, roughly, 
you kept Mr. Miller informed of everything you were doing when 
you returned to New York, and you saw him? 

Mr. Wenzew. I don’t think I had many conversations with Mr. 
Miller. 

Mr. Keerre. His testimony before the Securities and ae 
Commission was to the effect that you kept him informed as to the 
progress of negotiations during the period January 22 to February 5. 
‘Those pages are 707 of his testimony, and 778 and 788. 

Mr. WenzeLL. I do not dispute that; no, sir. 

Mr. Keerre. Also, during this same period—and I again go back 
to these dates, J anuary 20, roughly, to February 5, didn’t you meet 
Dixon on an airplane?’ 

Mr. Wenze.t. I think that was a period I rode either to or from 
Washington with Mr. Dixon; yes, sir. 

Mr. Keerre. If you can fix a day, will you do it? If you caninot, 
will you tell us what you said to Dixon and what Dixon said to you? 

Mr. Wenze... I cannot fix the date. It was some date where we 
had attended a common meeting in Washington. 

Mr. Keerre. Is it possible to fix that date by checking with Amer- 
ican Air Lines, Mr. Dean ¢ 

Mr. Dean. They tell me they don’t keep any record of the names 
of their passengers. This time, by checking through American Ex- 
press, I got the number of the flight. ‘They say the stewardesses throw 
those checklists of the passengers away in about a week. 

Mr. Wenze.u. I would guess on the thing—purely I would have to 
guess here—that it would be well before the 5th of February. 

Mr. Keerre. It would be between the 1st and the 5th of February. 

Mr. WenzELL. I would say nearer the 5th. 

Mr. Keerre. Was it before or after you saw Mr. Seal for the first 
time # 

Mr. Wenzett. I think it was after I saw Mr. Seal the first time. 

You are talking about this trip I was on with Mr. Dixon. I think 
it was after the meeting with Mr. Seal for the first time, which was 
a few days after the 20th, when I was in Washington, that first date. 

Mr. Keerre. Then it might have been your trip to Washington of 
February 4? 

Mr. WenzeELL. It could well have been either on going to Wash- 
ington on the 4th or when I returned on that day. 

Mr. Keerre. That fixes it pretty well. 

Will you tell us, to the best of your recollection, what you said to 
Dixon and what Dixon said to you? 

Mr. Wenzetu. I think I told him that we were going to have a 
meeting and point up what the interest rate was to be. I am recon- 
structing that from the fact that we had that meeting on the 5th of 
February. If I was with him on the day before, I am sure I must 
have mentioned that I was going to have a preliminary meeting and 
try to get the interest rate on it, and when I got the figure that seemed 
satisfactory to me I would communicate both with him and Mr. 
Hughes. 

I imagine there must have been a considerable amount of general 
conversation, if we were together for an hour on the plane, on some 
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of the overall problems that had to be confronted and schedules and 
some discussion as to when a proposition would be shaped up and 
would be ready to be tendered. I imagine that would have come up 
at that stage and some expressions of opinion as to what this time- 
table would have come to. 

Mr. Keerre. You think this is before you had your conference of 
the 5th, when you began to get figures with Harter and Cannon and 
Miller? 

Mr. Wenze.u. I would have thought that conversation with Mr. 
Dixon on the plane was before that; yes, sir. 

Mr. Keerre. Did you discuss with Mr. Dixon at that time whether 
First Boston would do the financing ? 

Mr. WeNzELL. I never discussed that with him; no, sir. 

Mr. Keerre. Did you merely discuss that you were getting these 
figures ? 

Mr. WeEnzELL. Just getting figures together for a proposal that we 
were hoping would be shaped up to be formally tendered. 

Mr. Krerre. By Dixon’s company to the Atomic Energy Commis- 
sion ? 

Mr. WenzeELL. Yes. This was in pretty abstract form. 

Mr. Keerre. After the 5th of February 

Senator Kerauver. Are you about to leave the 5th ? 

Mr. Keerre. I am about to leave the 5th, yes. 

Senator Krerauver. How long did it take you, Mr. Wenzell, and the 
gentlemen with you, to prepare this? How long did you have a con- 
ference that day, on February 5? 

Mr. WenzeELL. Those are very brief notes but that would not neces- 
sarily mean much as to the length of conference. I do not think 
that conference was more than half an hour, possibly three-quarters 
of an hour, sir. 

Senator Kerauver. If you were representing the Bureau of the 
Budget in this conference with the three other First of Boston men, 
why did you not send the Bureau of the Budget an account that day 
for your services, of $10? 

Mr. WENzELL. Why did I not send them a 

Senator Keravuver. A statement. 

Mr. WeNzeEtL. The only statements, Senator, that I gave to the 
Bureau of the Budget were when I was in Washington and incurred 
any travelexpense. Any meetings that I had 

Mr. Kererre. For meetings in New York, you did not make any 
charge to the Bureau of the Budget ? 

Mr. WENZzELL. I did not; no, sir. 

Mr. Keerre. Did you advise Mr. Hughes at this meeting that you 
had had conversations relative to the financing and the interest rate? 

Mr. WENZELL. I did; yes, sir. 

Mr. Keerre. How did you advise him ? 

Mr. WenzELL. I advised him orally. 

Senator Krerauver. Immediately after the meeting or by telephone, 
or how ? 

Mr. WenzeELL. If there was any substantial delay—that is, I mean 


more than 2 or 3 days before I would have had occasion to be in 
Washington, I would have telephoned him. 
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Senator Kerauver. Apparently the next time you were here, or 
the next time you charged, anyway, was February 8, that you may 
have telephoned him ? 

Mr. Wenze tt. It is possible, or that I gave him that information 
orally when I was in Washington on the sth, sir. 

Senator Kerauver. Exhibit 12 has different rates of interest on the 
bonds, depending on how much equity financing there would be? 

Mr. WENzELL. Yes, sir. 

Senator Kerauver. How did you know, Mr. Wenzell, without con- 
sulting some of the investment institutions, like the insurance com- 
panies, as to whether these interest rates on the amount of the bonds 
and the amount of the equity financing would be purchasable by 
them? Did you just know that as an expert, or did you have to consult 
the insurance companies ? 

Mr. Wenze.u. No; this was done purely internally, here, and was 
the best judgment of our own best experts on that. 

Senator Krrauver. These were the figures that you thought the 
bonds could be sold to the investment companies or the insurance 
companies for ? 

Mr. Wenzeu. Those were notes made by Mr. Harter, one of the 
important people who participated, reflecting what he thought were 
the important points brought out in the discussion. They were kept 
in his file so that when the subject came up again, we ‘would have 
another starting point to develop it further. 

Senator Krerauver. And the fact that you felt on this division of 
equity and bond financing that you could sell these bonds at this rate 
of interest, that was based upon your long experience in the investment 
banking business, with First Boston Corp. ? 

Mr. WeNzELL. Together with those of my colleagues; yes, sir. 

Senator Kerauver. This would be, Mr. Wenzell, the type of memo- 

randa you would get up for any customer of the First Boston Corp. 
who was figuring on some project requiring the issuance of bonds and 
common stock, would it not ? 

Mr. WENzELL. No,sir. Most of our information that we would give 
to a prospective customer, or to an old client, or existing customer, 
would be verbal things. We would not necessarily put that in written 
form, into a letter. 

Senator Kerauver. I know, but this is the kind of worksheet that 
you would get up internally, either to be communicated orally or in 
writing, if a proposition had been given to you by some old customer, 
or some new customer, that they wanted to form a project and they 
had to have so much money and they wanted to know what they could 
sell their bonds for and how much interest you thought they would 
have to bear in order for you to sell them. 

This is the kind of worksheet that you would get up ? 

Mr. WENzELL. Well, this kind of note, sir, that we would keep, so 
that they would be available when the problem got more pointed and 
more sharply defined. They were working papers kept by, as I said, 
Mr. Harter in this particular case. 

Senator Kreravuver. This is the typical kind of working paper you 
would have on a proposition of that kind ? 

Mr. WeEnzeELL. It was Mr. Harter’s position, forming notes there he 
would make available to us and from which we could answer a specific 
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question; yes, sir. There is a wide range of capitalization, as you may 
notice. 

Senator Kerauver. You have 50 percent, 75 percent, and 95 percent 
debt, and different interest rates for different amounts. 

Mr. WENzELL. It was very preliminary, sir. 

Senator Kerauver. You said this was the first data sheet you got up, 
or drafts that you got up for this sort of thing. Do you mean there 
were others that you got up later on, like this? 

Mr. WenzE.LL. There is one on the 10th of February, also drawn up 
by Mr. Harter, and those were together in his file. 

Senator Krerauver. Were there still others? 

Mr. WENzELL. We were unable to find anything else, sir. 

Senator Kerauver. After the first proposition of February 25, after 
that was turned down, did you not have another similar conference to 
this? 

Mr. Wenze.u. We had several, yes, sir, but I do not recall anything 
by that time—the thinking had been pretty well jelled on this 95-per- 
cent-debt matter and what we were up against from February 25, when 
the first proposal went in, which was later on withdrawn and revised, 
and on April 10, the second and final proposal went in. 

We were up against, at that time, a slight deterioration in the bond 
market and having given a figure on the February 26 date, of a 314- 
percent interest rate. 

Mr. Kererre. February 25? 

Mr. Wenze tt. I think that is the correct date. 

Mr. Kerrre. Your draft letter was the 24th, but it was for the 
February 25 proposal. 

Mr. WENzELL. The bond market made it difficult to hold that-rate. 

Senator Kerauver. If you have other worksheets like this on future 
calculations, you have not been able to put your fingers on them ? 

Mr. Wenze.u. That was everything we could find in the file, sir, 
when we looked. 

Senator Kerauver. Mr. Wenzell, did you communicate this in- 
formation to Mr. Dixon, or just how was it gotten to him ? 

Mr. WenzeELL. That information was given to Mr. Dixon by myself, 
and it was given to him orally. 

Senator Kerauver. Where did you give it to him orally? 

Mr. WENzeELL. I cannot recall, Senator, where that was. 

Senator Kerauver. The question was, Where did he give Mr. Dixon 
the information and how did he give it to him. He gave it to him 
orally. Now, where did he give it to him? 

Mr. WenzELL. I transmitted it to him as soon as it was available. 
I would have thought, sir, that the first information, the preliminary 
information resulted from the February 5 meeting and could have 
been transmitted to Mr. Dixon here in Washington, at the time I was 
here, on the 8th. It could also have been given to him over the tele- 
phone in New York by myself. I cannot recall what it was. That 
first information, as I have said before, was the preliminary in- 
formation. 

Senator Kerauver. Did you tell Mr. Dixon that this is what you 
thought First Boston or some other investment house would be able 
to sell the bonds for ? 

Mr. Wenzetu. We said we thought it was figured down to bedroc 
where financing could be realized. We were not saying who coul 
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do it, but we felt in our best judgment that they would be safe and the 
Bureau would be safe in assuming that figure could be realized when, 
as, and if this thing developed into something more than conversation. 

Senator Kerauver. All right, Mr. Keeffe, you proceed. 

Mr. Keerre. Mr. Wenzell, I show you your vouchers which I have 
obtained from the Comptroller, and I notice here that you left New 
York for Washington on February 2 and returned that afternoon. 
Would that be a trip in addition to the trip of February 4th? 

I would like to put these photostats in the record, if I may, Mr. 
Chairman. 

Senaor Kerauver. Let them be placed in the record in sequence, 
beginning with exhibit 60. 

(The documents referred to were marked “Exhibits No. 60 through 
74,” and will be found in the files of the subcommittee.) 

Mr. Dootine. May I look at something in our files? 

Senator Kerauver. Very well, Mr. Dooling. 

Mr. Keerre. You have testified to a February 4 trip. This shows 
a February 2 trip. 

Mr. Wenze.u. I think it might be a February 2 trip and not a 
February 4. That is what is bothering me here, as I look at these 
figures. 

Senator Kerauver. We can come back to it if we find something. 

Proceed, Mr. Keeffe. 

Mr. Keerrr. After February 5, the next time you had anything to 
do with this, was a meeting at February 8 to which you just referred 
in talking to Senator Kefauver? 

Mr. Wenzeuu. That is my recollection, yes, sir. 


Mr. Kererre. As far as you remember, between the 5th and the 8th, 
you were not engaged in this matter ¢ 

Mr. Dean. It wasa weekend. Friday was the 5th. 

Mr. Keerre. Did you talk to Mr. Hughes during that period? 

Mr. WeNzeELL. I _ do not recall. 


Mr. Keerre. Will you now turn to the 8th, then. Would that be 
a Monday, Mr. Dean? 

Mr. Dean. Yes. 

Mr. Keere. On Monday, February 8, would you tell us about that 
meeting, what you did, who was present ? 

Mr. Wenzetx. On the &th, Il left New York. I went to Washington. 
I was here the whole day, and returned at 5:15 in the evening by 
plane. Apparently, that day, I was at the Atomic Energy Commis- 
sion. 

Mr. Kerrre. You were there from 3 p. m. to 4:55 p. m. that day. 
We have already received the door record on that. 

Mr. Wenzett. But I cannot recall anything specific at that meeting, 
sir. 

Mr. Krerre. Was it a large meeting, Mr. Wenzell? Was General 
Nichols there, McCandless, and Dixon? 

Mr. Wenze.u. I think there were several representatives from Mr. 
Dixon’s oflice there, possible Mr. Canaday and possibly Mr. Seal. 

Mr. Krerre. There was no mention in either chronology of these 
meetings of February 1, as we discussed before, or the meeting of Feb- 
ruary 2, or whether there was a meeting on the 2d or the 4th, and there 

65950—56—pt. 129 
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is no mention of your name in the published chronologies of the 
meeting of Februry 8. Is that correct? 

Mr. Wenzett. That is correct. 

Mr. Keerre. In fact, there is no mention in either chronology of 
the meeting, is there? 

Mr. Wenzetu. I haven’t the chronology in front of me. 

Senator Krravuver. Let the record show there is none. 

Mr. WENzELL. I don’t dispute that, sir. 

Senator Kerauver. That is correct. 

Mr. Keerrer. I also want to call to your attention the fact that your 
vouchers in 1954 begin on the first day of February 1954. There are 
no vouchers for your meetings in January, or your trips in January, 
the 18th, 19th, and 20th. 

Mr. Wenzett. I think I testified before that on those trips of the 
First Boston, I had to buy tickets and never turned any vouchers in 
for them. 

Senator Krravuver. Those first trips were paid for by First Boston ? 

Mr. Wenzetxu. Yes. I never got around to straightening them out. 

Mr. Krerre. Do you remember what you discussed in the meeting 
of the 8th? 

Mr. WENzELL. No, sir, I cannot. 

Mr. Keerre. Cannot remember at all? 

Mr. WeNnzeELL. I am sorry but I cannot. 

Mr. Keerre. In any event, you came back to New York on the 10th? 

Mr. WenzELL. On the evening of the same day. 

Mr. Keerrr. And on the 10th, you continued your work on the 
figures with Miller, Harter, and Cannon? 

Mr. WENZELL. Yes, sir. 

Mr. Keerre. Which are mentioned in exhibit 12? 

Mr. WENzELL. On the second sheet, here. 

Mr. Keerrre. Have you anything to add with respect to the meeting 
on February 10 in New York, with Miller, Harter, and Cannon, in 
working up these interest rate figures ? 

Mr. WeENzELL. From these notes, here, at this meeting of the 10th, 
there is an overall figure of 120 millions, made up of 96 millions of 
bonds and 24 millions of common, which is approximately a 20- 
percent equity. That was still higher than what was finally sub- 
mitted in February, but it was beginning to get refined. Fort 
years. We were then apparently attempting to explore a 40-year bond. 
The bond that was finally set up was a 30-year bond. That is “x,” the 
period of construction. 

Mr. Keerre. Would you say the deal was still in a preliminary 
stage ? 

Mr. WENZELL. Yes, it was in the developing stage, I think is prob- 
ably a better adjective than “preliminary.’ 

It speaks of a 25-year period of a contract with the AEC, which is 
a governmental limitation, and it speaks about a bond issue to be 75 
percent paid off. I do not know whether that refers to by maturity, 
or whether it is referred to by the period of the power contract of 
the Government. 

Mr. Keerre. This discussion was again in accordance with instruc- 
tions to you from Mr. Hughes? 

Mr. WENzELL. Precisely. Yes, sir. 
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Mr. Kererre. After February 10, when did you have your next dis- 
cussion ¢ 

Mr. Wenze.tu. On this matter of financing? 

Mr. Keerre. I have a date of February 13 and 14. Did you have a 
discussion before then ? 

Mr. WeNzELL. I cannot establish any accurate date. 

Mr. Keerre. Your testimony before the Securities and Exchange 
Commission, on page 834, is that on February 13 or 14 you had a 
discussion with Dixon at his New York office. Is that the next 
discussion you had? 

Mr. WenzELL. I think that was. If I had a 1954 calendar, I could 
identify some of these weekends a little bit here. 

Senator Keravuver. Is that a 1954 calendar you have there now? 

Mr. WENZELL. Yes, sir. 

The 12th was a holiday, a Friday, and the 13th was a Saturday. 
I think it was during that weekend that I had a meeting with Mr. 
Dixon and Mr. Canaday, and I think Mr. Seal, in Mr. Dixon’s office, 
and I am sure at that time the matter of interest was—— 

Mr. Keerre. Then the meeting was not with Dixon, it was with 
Canaday and Seal, again? 

Mr. Wenze.u. No; I said Mr. Dixon, and Mr. Canaday and Mr. 
Seal. I think the three of them were working in and out, over that 
Saturday. I think it was a Saturday, or a Friday and a Saturday. 

Mr. Keerre. With respect to these three meetings in New York, the 
meeting at the end of January, the meeting of February 1 with Seal 
and Canaday, and now this meeting of February 13 with Dixon and 
Canaday and Seal, were they set up for you by Mr. Hughes? 

Mr. WenzeEtL. Well, I think 

Mr. Keerre. Were those meetings set up for him ? 

Mr. WENzELL. Not specifically that he arranged for them, but they 
were meetings that were being held there, and I was to attend those 
meetings. 

Mr. Krerre. He asked you to do it as a budget consultant? 

Mr. Wenzetu. He asked my advice on going on and then he sug- 
gested that. I do not know whether he called me and asked me to 
attend, or whether I called him and said I thought it would be ad- 
vantageous to attend. It may have been in that language. I was 
working on this, trying to get a proposal worked out. 

Mr. Keerre. But Mr u ios was fully aware that you were 
attending those meetings as a budget consultant ? 

Mr. WenzELL. Yes, sir. 


Mr. Kererre. After that meeting of February 13 in Dixon’s office 
in New York, when was your next meeting? "The next date I have 
is February 19. Did you have a meeting between the 13th and 19th? 

Senator Keravuver. Before you leave the meeting of the 13th, let 
the record show that there is no entry in either chronology of that 
meeting. 

Mr. Wenzetu. I might add in connection with those meetings 
around the 13th or 14th, that there was also a representative who 
came for a short time to those meetings, from Mr. McA fee’s company. 

Senator Kerauver. Who would that be—would that be Mr. Moody ? 

Mr. Wenzetu. I do not think it was Mr. Moody. I think it was 
some other officer of the company. 

Senator Keravuver. Of Union Electric Co. ? 
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Mr. Wenzetu. Of Union, who indicated at that time that they would 
probably not be associated in further developing a plan. I think it 
was over that weekend that I learned that they would probably not 
go along. : 

Senator Kerauver. That is the weekend of Saturday, February 13? 

Mr. WeENzELL. I think so. 

Senator Keravver. In other words, McA fee’s company, Union Elec- 
tric, would not make a proposition for this business ? 

Mr. Wenze.u. Would not be included in the proposition that was 
being worked out; yes. 

Mr. Kyerre. After Saturday, the 13th, did you have another meet- 
ing before the 19th? 

Mr. Wenzetu. I cannot recall whether there was one in between 
there and the 19th. I know there was one on the 19th. 

Mr. Kererre. Your testimony before the Securities and Exchange 
Commission, at page 834, was with respect to the February 13 meet- 
ing, and on page 834 you also testified with respect to a meeting at the 
19th. Do you recollect that? 

Mr. WenzELL. I recollect the 19th meeting; yes, sir. 

Mr. Keerre. Would you tell us where it was, who was present, and 
what was said? 

Mr. WenzELL. Yes, sir; I was thinking it was Saturday, and the 
19th turns out to be a Friday. 

The meeting I am referring to—my memory could have been wrong 
for that 1 day on there—was in the offices of the Southern Co., at 12C 
Broadway. 

Mr. Kererre. For the record, where are the offices of Dixon in New 
York? 

Mr. Wenzeu. They are at a building the address of which is 2 Rec- 
tor Street. The Middle South is 2 Rector Street and the Southern Co. 
is 120 Broadway, which is 2 blocks away, and the First Boston was 100 
Broadway, so we were in a stone’s throw of all these places, downtown. 

Mr. Keerre. Tell us what took place at the meeting of the 19th at 
the Southern Co. 

Mr. Wenzetu. The meeting of the 19th at the Southern Co. 

Mr. Krerre. That would be Mr. Yates’ company. 

Mr. Wenzeti. Mr. Yates’ company; yes. It was to acquaint them 
with the work that had been carried on up to that time by Mr. Dixon 
and, as he had thought, with Mr. McA fee’s company, which had in the 
meantime dropped out, and with an endeavor to interest Mr. Yates’ 
company, the Southern Co., to participate. 

Mr. Keerre. Was this your first conference with Yates? 

Mr. Wenzetx. This was the first conversation that I had with Yates, 
yes, sir, on this subject. The meeting was in Mr. Yates’ office, and I 
think I testified as to who the people were there. It was a number 
of people from Mr. Yates’ organization. Mr. Dixon was there, Mr. 
Seal, of Ebasco, and Mr. Canaday. 

Mr. Keerre. He is associated with Mr. Dixon? 

Mr. Wenzeuv. He is the vice president of Mr. Dixon’s company in 
Middle South. 

Mr. Yates’ lawyers and Mr. Dixon’s counsel were there. That is 
Mr. James. 

Mr. Krrrre. Mr. James, of the Cahill Gordon 

Mr. Wenzevi. And Mr. Hayden Smith, who is counsel. 
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Mr. Krerre. Who represented the Yates company ? 

Mr. Wenze.u. Yes. As I said, there were 3 or 4 or possibly 5 people 
in Mr. Yates’ organization. The meetings were held in that office. 

Mr. Keerre. Were there specific instructions to you from Mr. 
Hughes to attend this meeting of the 19th at Mr. Yates’ office? 

Mr. WeENzELL. It is my recollection that there was; yes, sir. 

Mr. Keerre. That was probably the first time you heard of Yates 
coming into the deal, was it? 

Mr. Wenzetu. That was the first I had heard. 

Now, excuse me. I think at that meeting, Mr. Yates told me that 
he had been in to see—I think he had been in to see Mr. Hughes just 
a few days before that, on generally the same matter. 

The Southern Co., I believe, had written to the TVA about that 
time or just a little before that, making an offer to sell a substantial 
block of power to the TVA. A straight sale by—when I say “the 
Southern Co.” I do not know whether it was the Southern Co. or 
one of the operating subsidiaries of the Southern Co. 

Mr. Keerre. Georgia Power, or Alabama ? 

Mr. Wenzevu. Yes. It seems to me there was some discussion 
about that. 

Mr. Keerrr. Was there discussion at this meeting about the par- 
ticipation of Southern Co. with respect to Middle South? That is, 
the percentage / 

Mr. Wenzet. I think they were first trying to get them interested, 
and I do not know that there was much discussion. I think the per- 
centage came out later on. 

Mr. Kerrre. As it ultimately developed, it was 80 percent interest 
for Middle South, and approximately 

Mr. Wenze... Eighty-twenty was the figure. 

Mr. Krerrr. Twenty percent for the Southern Co. ? 

Mr. Wenzetv. For the Southern Co. 

Senator Krravuver. Are you about to leave the 19th meeting? 

Mr. Keerre. I an, sir. 

Senator Kreravver. In that 19th meeting, Mr. Wenzell, when you 
learned for sure that Mr. Yates of the Southern Co. was going to 
come into the deal 

Mr. Wenzetx. That is when he was asked to come in, sir. 

Senator Kerauver. Anyway, when it was considered and he was 
requested to come in, you knew, of course, where the Southern Co. 
operated and what its subsidiaries were? That is, the Alabama Power 
and Georgia Power. 

Mr. Wenzetxt. And Mississippi Power. I .knew them; yes, sir. 

Senator Keravuver. Southern Mississippi and part of Florida. You 
knew that? 

Mr. Wenze.u. Yes, sir. 

Senator Kerauver. As a person who is familiar with the National 
Holding Company Act, did you make an objection to the fact that this 
would be in violation of the Holding Company Act in that it was not 
in the service area where they were building that plant and would 
not meet the requirements of contributing to the efficient and eco- 
nomical operation of an integrated system in that area? 

Mr. WeENzELL. Well, I was aware that they would have to get— 
that these companies were subject to the Holding Company Act and 
that similar to what was done in the earlier Electric Engineer, Inc., 
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and the OVEC deals, they had to have—they had to get clearance 
and official permission from the SEC. 

Senator Kerauver. You are aware also that there is a provision 
in the national Holding Company Act—I do not know the number 
of the provision—which says that in granting a franchise or permit 
under the Holding Company Act, it has to be for an installation which 
will add to the efficiency in a service area, and that since Southern 
Co. was entirely another service area, that they could not possibly 
qualify ander any such provision of the Holding Company Act; did 
you not? 

Mr. WENzELL. As an individual company, I knew that, but, as I 
said, they had had very complicated problems in the 2 earlier examples 
where there were groups of operating companies that participated in 
those 2 special generating companies. 

Senator Keravuver. At any rate, you felt that was a matter for them 
to work out? 

Mr. WENZELL. It was a legal matter, and if this was no deal there 
was no reason to have it worked out, and they understood it. 

ag ee. On the 19th, was it left open that Yates would con- 
sider it? 

Mr. WeENzEtL. He would consider it and give a fairly prompt 
answer. 

Mr. Keerre. Did he? 

Mr. Wenze tL. I believe there was an answer received from him in 
2 or 3 days. 

Mr. Keerre. That would be roughly about February 23? 

Mr. WENzELL. About that time, yes, sir; or within the next few 
days. 

Mr. Keerre. Was it received before you wrote your draft letter of 
February 24? I assume you wrote that—that is exhibit 5, Mr. Wenzell. 

Mr. WENZELL. Yes, sir. I prepared that first draft, or helped pre- 
pare it. 

, Mr. Keerre. Were there any discussions between the 19th and the 
preparation of this draft letter of February 24? 

Did you have any meetings? 

Mr. WENZELL. May I look at this calendar to refresh my memory? 

Mr. Keerre. Certainly. 

Mr. WENzELL. I think on the 23d here it would appear that I was 
in Washington on the 23d. I think there were some discussions at 
that time. 

Mr. Keerre. You were in Washington on February 23? Is that 
on your vouchers? Yes; we have a voucher for February 23. 

Mr. WENZELL. Yes, sir. 

Mr. Krerre. Your vouchers show you were in Washington on Feb- 
ruary 2, February 8, and February 23. 

Mr. Doone. Mr. Keeffe, that was the thing I wanted to draw your 
attention to before. If you will look at the lower panel where the 
specific flight is given you will see that date is 2-3, and the other one 
is 2-2, and on the cover page it is given as 2-3-54 to 3-2, so there seems 
to be that ineradicable uncertainty as to whether it was the 2d or 3d 
of February and it is not cleared up by the voucher. 

Mr. Keerre. Thank you very much, Mr. Dooling, but in any event 
you were in Washington on the 23d. 
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Mr. WenzeELL. Yes; and I think, in answer to your question, there 
were definitely conversations having to do with this matter of interest 
rate at that time, if not with both Mr. Dixon and Mr. Yates; certainly 
with Mr. Dixon. 

Mr. Kererre. Where did you have those conversations; at your New 
York office? 

Mr. WeNnzELL. We were in Washington on the 23d, sir. 

Mr. Keerre. Did you have any conversations during the period the 
19th to the 23d? I don’t know what day of the week the 19th was. 

Mr. WenzeiL. The 19th was either a Friday or a Saturday. 

Mr. Dean. The 19th of February was a Friday. 

Senator Keravuver. The 19th is Friday. 

Mr. Keerre. The 22d would be the following Monday. 

Did you have any conversations over the weekend, or on the follow- 
ing Monday, the 22d? That is a holiday. 

Mr. WENzELL. Well, it seems to me I was in Denver on that holiday. 
It seems I made a quick trip to Denver to see my son on Washington’s 
Birthday and got back that evening. 

Mr. Keerre. So the next time was the 23d. 

Mr. WeEnzELL. I think I got to New York on the evening of the 22d 
and without doing more than getting a change of clothes, came down 
that same night to Washington, it seems to me, to be here on the 23d, 
the next day. I rather recall that tight schedule, it being a holiday 
and having been out to see my son. I do not think between the 19th 
and the 23d I could have had any conversations much with anybody 
because I think I was on a holiday for a few days. 

Mr. Keerre. On this diary blotter that Mr. Dooling was kind enough 
to give me from Sullivan & Cromwell’s blotter entry, I see the first 
date is February 23: 


Telephone conversations with Messrs. Coggeshall and Linsley. 


It does not state with whom those conversations were. I infer, Mr. 
Dean, from what has been said, it is Mr. Raben. 

Mr. Dean. No; the initials are up inthe left. You can see it was me. 

Mr. Keerre. “AHD.” That is Arthur H. Dean. 

Senator Kerauver. Let’s get on. What happened on the 23d? 

Mr. Wenze... The matter of interest was sharply pointed out by 
that time, and a draft of this letter that is marked the 24th 

Mr. Keerre. Exhibit 5 

Mr. WeENzeELL. Was worked out. This is dated the 24th on here. 

Mr. Keerre. Where was that worked out, Mr. Wenzell? You men- 
tioned a few minutes ago you prepared it in part. 

Mr. Wenze tt. I think I prepared the first draft. I cannot remem- 
ber whether I worked it out here in Washington on the 23d or back in 
New York on the 24th, but this is dated the 24th here. 

Senator Kreravver. At any rate, this is a part of the subject matter 
in the discussion on the 23d; is that correct ? 

Mr. Wenzet. That is correct. It is possible I prepared a penciled 
draft of that on the 23d, even though that is marked the 24th when 
it was put into type. 

Senator Keravver. This is a letter to Mr. Dixon by First Boston 
Corp., about the financing and the interest rate and how much you 
think the bonds can be sold for. 

Mr. Wenze.u. Under certain assumed conditions. 
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Senator Kerauver. And you prepared this and it was signed by 
First Boston Corp. 

Mr. Wenze.u. It never got beyond the drafting stage. 

Senator Keravuver. I understand that and that letter was finally 
the letter of the 14th? 

Mr. Wenze.i. That is right. 

Senator Kerauver. In drafting this letter, were you working for 
the Bureau of the Budget or the First Boston Corp. ? 

Mr. Wenzewi. Again, I was working for the Bureau of the Budget. 
This thing was to be used in connection with a proposal that went 
in, I think the 25th of F ebruary, and they referred to relying on 
ligures being furnished by financial experts. 

Senator Kerauver. Your testimony is that you were working for 
the Bureau of the Budget when you drafted this letter ? 

Mr. WenzE.L. Yes, sir. 

Senator Kerauver. Then, why should the Bureau of the Budget be 
drafting a letter for First Boston Corp. to be sending to Dixon and 
Yates ? 

Mr. Wenzeu. As I said, Senator, one of the very important matters 
to be incorporated in this proposal was a matter of independent in- 
terest, and to make sure that the interest would be sharp, and a hardly 
traded point. They wanted to have the interest rate used in the 
proposal the same as what the Bureau of the Budget knew was 
going in. 

Senator Krerauver. You, of course, know, Mr. Wenzell, that when 
the First Boston Corp. drafts a letter from which another letter 
was eventually written, to Dixon- Yates, signed by First Boston Corp., 
showing them what you thought bonds could be sold for, the interest 
rate, based upon a certain kind of finane ing, that is something more 
than just an entering wedge for the purpose of getting business for 
First Boston, isn’t it ? 

Mr. Wenzetn. That is right. That is right. That is right. 

Senator Kerauver. We are agreed on that. 

Well, now what business is it of the Bureau of the Budget’s con- 
sultant, then, to be getting business for First Boston ¢ 

Mr. Wenzevi. Well, as I said, we wanted to have—the Bureau of 
the Budget, for which I was then working, wanted to make sure that 
they would have a tough, competitive proposal go in that would 
stand up and as I have said, the matter of cost of money was of 
paramount importance, and that was to be gotten down to the very 
lowest price possible on the overall picture. 

Senator Kerauver. Mr. Wenzell, when you drafted this letter to be 
signed by First Boston, to Mr. Dixon, of Dixon- Yates, you expected 
that letter to get the bond business for First Boston, did you not? 

Mr. Wenze.t. No, sir. No, sir. 

Senator Kerauver. That was the purpose of it, was it not ? 

Mr. WENzELL. No, sir; the purpose on there was to have a bona 
fide interest rate in here that was backed up by good, expert opinion. 

Senator Kerauver. Let’s put it this way: This draft of a letter 
that you wrote to be signed “First Boston” to Mr. Dixon, was at least 
a proposition as to what kind of terms First Boston would take on the 
business for. 





j 














POWER POLICY 453 


Mr. WenzeE.L. It was at what rate they could expect to do the busi- 
ness on, if market conditions did not change and they could have them 
at that time. It was supposed to nail it right down to that. 

Mr. Keerre. Was it not a proposal that $114 million of bonds at 
three and a half percent interest could be sold to insurance companies ? 

Mr. WenzeLu. We thought that was it; yes, sir. 

Senator Kerauver. And you were putting the backing of First 
Boston behind that statement / 

Mr. Wenzeti. It was our opinion that that amount of debt financ- 
ing could be realized. 

Mr. Kerrre. As you testified before the Securities and Exchange 
Commission, with respect to that advice, you were representing First 
Kioston? Page 809 of the Securities and Exchange testimony. 

Senator Krrauver. He just now testified he was representing the 
bureau of the Budget. 

Mr. Wenzewn. As I say here now, I considered myself in trying to 
give this advice to be a represent: itive of the Bureau. 

Mr. Keerre. I will read the testimony : 

Question. At that time were you representing the First Boston Corp.? At the 
time you gave this advice, were you representing the First Boston Corp. or were 
you representing the Bureau of the Budget ? 

Answer. On that matter, that would be First Boston Corp. 

Mr. Wenze.i. | recognize the figures that you point out there and 
the statements I made, but I would like to say this, if I may: This 
business was moving along at that time. I came down in January 
addressing myself to this narrow question of what this money cost 
would be, which was a very important part of a proposal. It was one 
of the variables that was necessary to get the best of opinion and get 
it nailed down. 

As the 25th of February developed here, and was coming along, and 
there was being shaped up here what turned out to be the first. pre- 
liminary proposal, and when it was desired that an expression of 
opinion as to what this interest money cost would be, would then, re- 
duced to writing at some stage, and at which they would want an 
opinion of the First Boston Corp., I realized perfectly well that I was 
getting into a peculiar position here. Here I was working in the 
Bureau of the Budget on one angle and a proposal was going in to 
the development that would possibly become accepted and out of it 
might come definitive financing and there could be a conflict. 

I raised that myself. I was working along here, and I saw that 
this was leading up. 

Mr. Kerrre. [ wanted to ask you about the date. 

Mr. Wenzetu. It was right around this time here, the 22d, 23d or 
24th of February. 

Senator O’Manonry. This was developing in your mind? 

Mr. Wenzeti. Yes, sir. It was perfectly obvious. 

Senator O’Manonry. That you were getting into a position of 
duality in here. 

Mr. Wenzew.. Yes, sir. 

Senator O’Manonry. Now, this draft of February 24 never 
eventuated into a letter in the First Boston Corp. ? 

Mr. Wenzetu. Under date of April 14 it did, yes, sir, with some 
slight modifications on the thing, but it became a letter on the 14th of 
April. 
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Senator O’Manoney. Was it before Messrs. Dixon and Yates when 
they wrote their proposal of February 25 ? 

Mr. Wenzetu. In draft form, I believe it was; yés, sir. 

Senator O’Manoney.. In this form? 

Mr. Wenzet. In approximately draft form I would think; yes, sir. 

Senator O’Manoney. Now, in this form you stated: 

In our opinion, under the foregoing circumstances, and under existing market 
conditions, such debt securities can be sold by the proposed general rating com- 
pany to the institutions at an interest cost not to exceed 3.5 percent per annum. 

Now, when did you decide it would become necessary to raise that 
interest rate to 35% ? 

Mr. Wenzetu. Long after, sir. Long afterward, when we actually 
got to—you ask me when. I think it was about July. 

Senator O’Manoney. Did you have anything to do with that? 

Mr. Wenzett. I had nothing to do with it; no, sir. Nothing at all. 

Senator O’Manoney. Did you have anything to do with the letter 
of April 10, or thereabouts ? 

Mr. Dean. April 14. 

Senator O’Manoney. April 14? 

Mr. WeNzeELL. Except that form of letter with some modifications 
was used and there was one thing in substance, as I recall 

Senator O’Manoney. Did you participate in the drafting of the 
letter of April 14? 

Mr. WenzELL. As I said, sir, the April 14 letter was substantially 
the draft of February—that you have in front of you there—— 

Senator O’Manonry. But you were still there? 

Mr. WenzeELL. I was there, yes, sir. 

Senator O’Manoney. And you were being consulted ? 

Mr. WeNnzELL. Yes, sir. I think that is fair. 

Mr. Dean. By “still there,” do you mean Bureau of the Budget? 

Senator Keravuver. You will have to talk louder. We cannot hear 
you. 

Senator O’Manoney. Still there in the conferences. 

Mr. Wenzetu. Senator, my work in the Bureau—if I could termi- 
nate it along in this early part of April, sometime around the 2d or 
3d of April and the 10th of April—— 

Senator O’Manoney. You think the work for the Bureau termi- 
nated about the 10th of April? 

Mr. Wenze.u. Definitely. 

Senator O’Manoney. And the letter of April 14, of the First Bos- 
ton Corp. was based upon this draft of the 14th? 

Mr. WeNzetu. Largely based on the draft; yes, sir. 

Senator O’Manoney. Of the 24th. 

Mr. Wenzetu. That early draft, yes, sir. 

Mr. Keerre. With changed figures? 

Mr. Wenzetxt. And there was a paragraph left off of the thing, as 
I recall. 

Senator O’Manonry. My question was, were you then acting in 
the preparation of that new draft ? 

Mr. WenzeLt. I did not participate in the preparation of the final 
letter or the draft of the final letter; no, sir. 

Senator O’Manoney. Then, when I asked you were you there at 


the time that the letter of April 14 was prepared, is your answer now 
“No” 2 
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Mr. Wenzetu. I was at my office in the First Boston Corp. at the 
time. That is what I understood your question to be. I was in my 
office in New York at First Boston on the 14th. 

Senator O’Manoney. And you were representing the First Boston? 

_ Mr. Wenzetx. I was working for First Boston, as I recall, at that 
time. 

Senator O’Manoney. And then the interest rate was changed to 
35%? 

Mr. WeEnzE.L. No, the interest rate was kept at 3.5 percent. It was 
not changed in the letter. ‘There was another paragraph dropped out 
about the standby or commitment fee on the thing. 

Senator O’Manoney. Now, you said in your answer to Mr. Keeffe 
that when this draft of the 24th was prepared, there were others with 
you, do you recall that ? 

Mr. WenzELL. That there were others with me? 

Mr. Keerre. You stated at one time, Mr. Wenzell, that you had 
prepared the draft of February 24, in part, but also at one time you 
said you thought there might have been a prior draft of February 23. 

Mr. Wenze.u. It could have been the day before, yes, sir. 

Mr. Keerre. Senator O’Mahoney wants to know who else partici- 
pated with you in drafting the letter of February. 

Mr. Wenze.t. I think I did the whole work myself. I think I did 
the initial drafting. 

Senator O’Manoney. Your previous statement left the clear impli- 
cation somebody else was there with you. 

Mr. Wenze... I think there may have been other people with me 
at that time. 

Mr. Kererre. Who were they, do you know? 

Mr. Wenzeuu. On the 23d I was in Washington. I think if I did 
that in Washington, I think I was possibly with Mr. Dixon or some- 
body from his office. If it was done in New York, I did it, I think, 
by myself, but it was shown shortly thereafter to Mr. Dixon or officials 
of his company. 

Mr. Keerre. Now, Mr. Wenzell, I think you have already testified 
to this, but so we are clear on the record, the first proposal of Dixon 
was February 25—Dixon- Yates—February 25, 1954, and the last para- 
graph reads: 

We have received assurances from responsible financial specialists express- 
ing the belief that financial arrangements can be consummated on the basis 
which we have used in making this proposal, and under existing market condi- 
tions, and our offer is conditioned upon such confirmation. It is also subject to 
approval of various regulatory bodies having jurisdiction and due force 
majeure, 

That is page 933 of the Joint Atomic Energy hearings. 

That paragraph was bottomed on this draft letter of February 24. 

Mr. WenzELL. It was bottomed on the oral advice I gave to them, 
and then there was a draft in preparation which was not used at that 
time. 

Mr. Keerre. But you prepared that letter with Dixon, and you 
have conveyed to Dixon your advice on this. 

Mr. Wenzetu. That is right. It was contained in that letter and 
was orally given to Mr. Dixon. 

Mr. Keerre. Now, at what time during February did you become 
disturbed about your dual relationship, on the Bureau of the Budget, 
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and with First Boston, so that you took the matter up at First Boston 
with, presumably, Linsley or C oggeshall ? 

Mr. WeNzeEtL. My recollection is just about this time, here, in this 
period at or prec eeding this 25th of February, by a few days, plus 
or minus on the thing. 

Mr. Kerrrr. To the best of your recollection will you tell us with 
whom you took it up at First Boston? What you said and, what they 
said to you. 

Mr. Wenzett. I believe before I took it up with First Boston I 
mentioned it to Mr. Hughes here in Washington. 

Mr. Keerre. Fine; give us that date and conversation. 

Mr. Wenzewt. As Is say at this time, I can’t give you the exact date. 

I said I thought we were in a position here where some embarrass- 
ment might come along. He said he was very appreciative of what 
I had told him. I said I did not want to do anything that would in- 
terfere with the program they were working on, and that this infor- 
mation I had given on cost of money and ‘interest rates was an es- 
sential part of the plan, that I would discuss it with my people in 
New York and see what their reaction was. I took it up when I got 
to New York. 

Mr. Keerre. Before you leave there, what did Hughes say ¢ 

Mr. Wenze.u. He said he was very appreciative of what I ‘had toid 
him, and I think he just told me that he was interested in finding out 
what the results of my conversation would be. 

Senator Kerauver. Did you tell Mr. Hughes that you had gotten 
up a draft of the letter as to how the bonds could be sold, and that 
was the opinion of First Boston Corp. and First Boston Corp. was 
going to put that draft of a letter into a firm letter to Dixon and 
Yates and from that might result in First Boston having the business 
of selling the bonds, and that you were getting into a conflicting posi- 
tion ? 

Mr. Wenzetu. I do not recall the details, sir. I mean the fact of 
having a draft prepared was more to precise the problem down and 
get what the interest rate covered, what type of securities and so 
forth. 

I told him that coming out of a proposal of this type it might 
eventuate later on in some situation. 

Senator Keravuver. By “some situation,” what do you mean ? 

Mr. Wenzetu. Where there could be some embarrassment to him or 
to us in the thing, and that I wanted to get the thing cleared up and 
straightened around. 

Senator O’Manoney. Mr. Chairman, may I say, that is exactly 
what we are trying to do. 

Now, you frankly told us that you recognized that there was de- 
veloping an embarrassment arising out of this apparent duality of 
your activities. 

Now, we come to a very narrow period of time with respect to it. 

On F ebruary 24, or thereabouts, as an adviser to the Bureau of the 
Budget, as I understand your testimony, you drafted this proposed. 
letter to Mr. Dixon. It is exhibit 5, to be signed on behalf of the First 
Boston Corp., did_you not? 

Mr. Wenzetu. Yes, sir. 

Senator O’Manonry. But that letter you say was never sent? 

Mr. Wenzett. That is right. 
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Senator O’MAnonry. There was, however, sent later on, a letter of 
April 14, which is designated exhibit 16? 

Mr. Wenzetn. Yes, sir. 

Senator O’Manonry. And this letter is likewise addressed to Mr. 
Dixon, and it is prepared for the signature of the chairman of the 
executive committee of First Boston, is it not? 

Mr. WeNzELL. Yes, sir. 

This contains substantially the same basic information that was 
contained in the letter of February 24. 

Senator O’Manoney. Now, if you wrote the letter of the 24th, as a 
representative of the Bureau of the Budget, in that dual capacity, in 
what capacity were you when you helped to write this letter of 
the 14th? 

Mr. Wenzetu. As I said, Senator, I did not participate in the 
writing of the letter of the 14th. 

Senator O’Manonry. This was done without your advice? 

Mr. WENZELL. Yes, sir. 

Mr. Krrrre. However, that letter of April 14 backs up a proposal 
of April 10, doesn’t it ? 

Mr. WenzeLu. Yes, sir. 

Mr. Kerrre. The second proposal, the one that the President 
ordered accepted. And on page 937. 

Senator Kerauver. Let Senator O’Mahoney finish his questioning. 

Senator O’Manonry. I am finished. 

Mr. Keerrr. On 937, the paragraph is identical to the one that I 
read—the paragraph in the April 10 proposal letter is identical to 
the paragraph in the February 25 proposal. 

Mr. Wenzeiu. I believe it was, yes, sir. 

Senator O’Manonery. Now, between the 10th of April and the ist of 
May, according to the SEC testimony on page 818, you worked as a 
First Boston representative, attending meetings, et cetera. Do you 
recall that ? 

Mr. Wenzeiy. Between what dates, sir? 

Senator O’Manoney. April 10 and the 1st of May. Now, that 
would be 4 days before this letter of the 14th was written. 

Senator Keravver. Give him the page of the SEC testimony. Page 
818. 

Senator O’Manonry. The witness has it. 

Mr. WrENZELL (reading) : 

Between April 10 and around the 1st of May. 

That was my testimony, yes, sir. 

Senator Krrauver. So that at that time you were, no longer you 
say, a representative of the Bureau of the Budget? 

Mr. Wenzett. That is correct sir; yes, sir. 

Senator O’Manoney. But, the letter of April 14 was substantially 
what you advised the First Boston Corp. to write when you were 
acting as a representative of the Bureau of the Budget? 

Mr. Wenzetu. I made the original draft in February, sir. 

Senator Keravuver. You made the original draft ? 

Mr. Wenzetu. February 25. 

Senator O’Manoney. It was dated the 24th. 

Mr. Wenzet. 24th or 25th. 
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Senator O’Manoney. That was the date because it was the basis 
of the letter to which Mr. Keeffe has referred, the letter of Dixon and 
Yates to the Atomic Energy Commission—do I make myself clear? 

Mr. WENZELL. Yes, sir. 

Senator O’Manoney. There is no doubt about that? 

Mr. WENzELL. No, sir. 

Senator O’Manoney. This draft of February 24 was the basis of 
the Dixon- Yates letter of February 25 so far as financing goes. 

Mr. WENzELL. Yes, sir. 

Senator O’Manoney. You were at that time working for the Bu- 
— of the Budget. You were their representative when you did 
this 

Mr. Wenzetu. At that time, yes, sir. 

Mr. Keerre. The letter should be April 10 instead of February 14? 

Mr. Wenzetx. The proposal is April 10. The letter is April 14. 

Mr. Keerre. I think when that exhibit in your hand was introduced, 
Mr. Dean told me it should be the 10th. 

Mr. Dean. No, sir. 

Senator O’Manonry. The exhibit is dated April 14. 

Mr. Dean. The body of the letter refers to the second proposal of 
the Middle South and the Southern Co. as dated April 14 and I said 
the April 14 in the second line of the letter itself ought to be April 10. 

Senator O’Manoney. I want to get it clear in your mind that I am 
trying to fix as closely as I can the date when the dual capacity ended. 
So that on the 14th of April, when this letter was written, although 
it is in substantial agreement with the letter you acknowledge draft- 
ing as a representative of the Bureau of the Budget, you had no part 
in drafting this [indicating]. 

Mr. Wenzet. That is right, sir. 

Senator Kerauver. And your testimony before the SEC was that 
between April 10 and the 1st of May, you were back with the First 
Boston Corp. 

Mr. WENZELL. Yes, sir. 

Senator O’Manoney. That is altogether clear? 

Mr. Wenze.u. The time that I fix by going back as near as I can, 
is the 8d of April. That is the last date I can recall being in 
Washington, sir. 

Senator O’Manoney. So, as a representative of the Bureau of the 
Budget, you did in fact prepare the draft, the basic draft, of the 
letter that finally eventuated on the 14th of April from First Boston 
to Mr. Dixon? 

Mr. WENzELL. I think that is correct, sir. 

Senator O’Manoney. Is there in this letter—I hand the letter to 
you, Mr. Wenzell—is there in that letter anywhere, any suggestion 
that the work which was being done, the advice which was being 
given by the chairman of the executive committee was being done 
as a public service without any fee by First Boston? 

Mr. WenzELL. I see no reference to it. 

Senator O’Manoney. No reference, at that time. Now, doesn’t that 
explain why Mr. Dixon afterward repeatedly approached the First 
Boston Corp. saying, “Now, you must have a fee, we want to pay 
you a fee.” Isn’t that why, subsequent to all of this, finally a letter 
was written, a long time afterward, saying, “We never expected a 
fee,” whereas in the actual letter giving the advice that Dixon and 
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Yates wanted, there is not a word saying, “We are doing this out of 
love and affection” ? 

Mr. WenzzELL. Senator, this letter of the 14th here is still purely 
an opinion that somebody thinks. 

Senator O’Manoney. [ assume financial advisers, like lawyers, give 
their opinions for fees. I know I did when I practiced law. 

Giving an opinion does not mean it was not worth something. You 
think that was a pretty good opinion, don’t you ? 

Mr. WENZELL. It was purely an opinion of what somebody thought 
that a bunch of securities could be sold for, at a specific rate. 

Senator O’Manoney. This took a long time to work out. It is no 
idle matter to work out 

Mr. Wenzetu. To say within a week or a month, because of this 
letter, and solely because of this letter, to say to Dixon- Yates, “You 
are the only people who are going to be hired and who are going to 
do this thing.” Actually, when it came around there were some other 
pee brought in. If I may, could I make one other comment on 
rere that I do not think shows up in all of the context. The markets 
at that time were on the weak side. The markets were slipping. 

Senator O’Manoney. It was 314 percent here and it is 314 percent 
there. 

Mr. Wenzett. I know, but I am saying there was a little weakness 
in the market and having given what was considered here, an opinion 
on some costs back here on a proposition in February, and then later 
on, on a revised proposition that came in in April, and the market 
having been weaker, there was a tendency for these people to say, 
“Whether you like it or not, you have to stick through on this thing 
and see if you can’t make good what was said in here about a price.” 

The market was not going up. 

Senator O’Manonry. The letter Mr. Dean wrote and the state- 
ment that was prepared for Mr. Coggeshall, both clearly stated that 
the First Boston Corp. did perform these services, even though the 
market was a little weak. 

Mr. Wenzetu. There was a position that they were being pushed 
in the corner on this thing. 

Senator O’Manoney. I am trying to find out when they were so 
pushed in the corner that they finally said, “Well, we’ve got to 
give up any hope of taking a fee.” It does not appear here, on this 
exhibit. And by the time it does come into the picture, the general 
character of this transaction was beginning to form a pattern in the 
public mind. The facts were beginning to come out. And today, we 
have developed the situation, which you gentlemen watched, of the 
action of the SEC people. Yesterday they were positive that they 
would not answer a question. Overnight they changed their minds 
and they come up and they answer a question. Now, they are 
going back and they are going to try to look it all over again. 

Here is the same pattern that appears in the First Boston trans- 
action. The letter of April 14, which was written upon the pattern 
set forth by yours of the 24th and does not contain the sliglitest 
intimation that it is not the business opinion of a financial house, 
advising a client. I would like to have you some way, some how, 
bring before this committee, any evidence that you may have, from 
the very beginning, to make it clear that when you came as an adviser 
in the first place, and when you began to write up the details of the 
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fiscal picture, that the First Boston Corp. had not the slightest idea 
that they were going to get any business about it. Nowhere do we 
find any such statement. until it comes, may I say in all sincerity, as a 
self-serving declaration, after the facts. 

Now, I do not want to argue with you, sir. 

Senator Kerauver. Do you wish to make any comment, Mr. Wen- 
zell? Ifso you may doso now. 

Mr. Wenze.u. I wish to say this: In the first place, I appeared as 
a witness in the SEC hearings of several weeks ago. 1 made no 
attempt to do anything but answer all questions that were asked me 
at that time, and I have been here before, and I have tried to give you 
all the answers in a frank way here. 

Senator Kerauver. In that connection why did you swear before 
the SEC that in setting up this draft here that you were working 
for First Boston and why do you today swear you were working for 
the Bureau of the Budget ? 

Mr. Dran. May I call the testimony to your attention, Senator? 
I think if you read the testimony it may answer your question. 

Senator Krrauver. I thought it had been read. 

Mr. Dean. I would like to read the whole thing. 

Senator Kerauver. Very well. 

Mr. Dean. Page 808, the second paragraph, of what the hearing 
examiner said: 

I want to ask Mr. Volpe if he is willing to accept that and go on to some- 
thing else? 

Mr. Votre. Mr. Wenzell, may we assume that whatever advice was received 
by the First Boston Corp. and the Southern Co.— 

Mr. JAMES. By whom? 

Mr. Votre. And the Southern Co., I am sorry, Middle South and the Southern 
Co., to the effect that $114 million of three and a half percent bonds could be 
sold to insurance companies was obtained from the First Boston Corp. prior 
to the February 25 proposal, and was obtained through you? 

Answer. At a certain interest rate cost on the thing, three and a half percent. 
I think that is correct. 

Question. At that time, were you representing the First Boston Corp.—at the 
time you gave this advice, were you representing the First Boston Corp., or 
were you representing the Bureau of the Budget? 

Answer Well, on that matter, that would be First Boston Corp. 

Now, I think in the context of that questioning, it was the question 
of who gave to Middle South and the Southern C o. the information 
that the First Boston C orp. was of the opinion that the financing 
could be done at a three and a half percent interest rate, and I think 
that Mr. Wenzell said that he was the man in the First Boston Corp. 
who orally transmitted that advice to Mr. Dixon. 

I think you have to read the context in the questions and the 
answers. 

There was a question in the Bureau of the Budget as to whether 
or not a private public utility company—and I am not arguing the 
merits or demerits of it—as to whether a private public utility com- 
pany that had to pay income taxes on its income and local real estate 
taxes to obtain financing on such terms and such capitalization, that 
it could get the cost of the power down to a point where it could com- 
pete with public power. 

Now, naturally, the primary question is, what would the securities 
of such a private power company would have to sell—what interest 

rate would they bear. And the specific question that Mr. Hughes 
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asked Mr. Wenzell when he came down on January 18 was, “Would 
you address yourself to the question of on what terms this financing 
could be done, assuming that these people could be sufficiently inter- 
ested to make a proposal 2” 

There apparently had been conversations in December, with Mr. 
Wenzell not present, between the Bureau of the Budget and Mr. Dixon 
and Mr. McAfee and apparently they hadn't heard from them since 
that time. 

So the narrow question Mr. Hughes asked Mr. Wenzell was, “Would 
you, as an expert, try to advise the Bureau of the Budget as to what 
you think—what terms you think these companies could get financ- 
ing at?” 

So, Mr. Wenzell went back and asked his associates in the First 
Boston Corp., a were working on this matter every day—Mr. 
Harter and Mr. Cannon; two experts on it: “What is your opinion 
based on present eat conditions as to the interest rate at which 
you think such a financing could be done ?” 

And they gave him their opinion. There was no commitment that 
they would do it at that price. If you will read this letter, you will 
see that this does not bind the First Boston Corp. to anything, nor 
does it bind Mr. Dixon to anything. They gave their opinion, that in 
their opinion this financing could be done on that basis, and Mr. 
Wenzel] 

Senator O’Manonry. Mr. Dean, if you will pardon my saying this 
to you, I think you are going off on a tangent. What I am concerned 
about is the specific testimony that Mr. Wenzell has given us re- 
peatedly, that he wrote this letter of February 24, which never even- 
tuated into a letter, but which was prepared for the First Boston Corp. 
while he was an adviser to the Bureau of the Budget. 

Mr. Dean. There is not the slightest question of it. 

Senator O’Manonery. And then after having done that, he orally 
advised Mr. Dixon what the contents of this was? 

Mr. Dean. That is correct, and the question is, sir, what hat did 
he have on when he gave that oral advice to Mr. Dixon? 

Senator O’Manoney. That would be part of it, but I have been 
trying to determine, on the basis of the letter of April 14, which is 
acknowledged as a genuine copy of the letter, as signed on behalf of 
the First Boston Corp., but containing the information in the draft 
that Mr. Wenzell made on February 24, containing the information 
which he orally conveyed to Mr. Dixon, when and how it comes about 
that an adviser of the Bureau of the Budget can be author of the pro- 
posal which the First Boston Corp. makes to Dixon and Yates on 
April 14, after Mr. Wenzell, according to his own testimony, has sur- 

rendered his Bureau of the Budget hat, and resumed his work in First 
Boston Corp. And how it comes about that in this letter, we have no— 
giving the opinion—we have no indication of any intention not to ask 
for a fee. 

Mr. Dean. Well, sir, that letter does not bind Mr. Dixon to use the 
First Boston Corp. Mr. Dixon had been 

Senator O’Manoney. No; but Mr. Dean, I ask you as one lawyer to 
another, was this not an opinion on a highly important fiscal matter 
by one of the greatest fiscal institutions in New York, dealing with a 
matter involving $100 million or more? 
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Mr. Dean. Yes, sir; but presidents of corporations obtain without 
a fee opinions of investment banking houses, and in fact the SEC 
orders them to shop around. 

Senator O’Manoney. But was this not also, sir, the very corpora- 
tion that had actually made the transaction with the Metropolitan 
to take over the bonds? 

Mr. Dean. That didn’t take place until July. 

Senator O’Manoney. But they made it? 

Mr. Dean. Yes, sir; but there was not any definitive request. 

Senator O’Manoney. When they did it in July, sir, this letter of 
April 14 had not said that “We are just rendering this opinion for 
you.” This isn’t just a question of rendering an opinion in a letter 
from one friend to another. It is the basis upon which the great work 
which was afterward carried out was established. 

Mr. Dean. I do not want to argue with you, Senator, but I believe 
that there came—you had better ask Mr. Wenzell this—there came a 
definitive request from Mr. Dixon to the First Boston Corp. so to act, 
at a period later than the April 14, 1954, letter. 

Senator O’Manoney. Will you repeat that, sir? 

Mr. WenzeE.L. I think he said, “You had better ask Mr. Wenzell this 
question.” 

Senator O’Manoney. Are you advising me of questions to ask Mr. 
Wenzell? 

Mr. Dean. No, sir; but I say I believe there was a definitive request 
that came to First Boston Corp. to actually act as the agent in placin 
the securities sometime after the delivery of the opinion letter of Avell 
i4, 1954. 

Senator O’Manoney. A definitive request from Dixon- Yates? 

Mr. Dean. Yes, sir; Middle South and Southern. And I would think 
the question of the fee would have come up, at that time, if at all. 

Senator O’Manoney. Now, let me see: Here we have the picture 
which you brought out. On April 14, a letter is written substantially 
in the words of Mr. Wenzell. He is no longer an adviser for the 
Bureau of the Budget. He is now back with First Boston Corp. and 
the letter to Mr. Dixon is his advice as to the financing. It is his 
opinion as to what can be done. And then with Mr. Wenzell back in 
the First Boston, the First Boston undertakes to sell the bonds. 

Mr. Dean. Not in that letter. 

Senator O’Manoney. Oh, no. 

Mr. Dean. Excuse me. 

Senator O’Manoney. I say, after Mr. Wenzell is back with the 
First Boston Corp., whatever may have been the intervening com- 
munications between Dixon and Yates and the First Boston, First 
Boston does assume to dispose of the securities and does do that, and 
the first information that ever appears that no fee is asked is the 
letter of May 6, 1955. 

Mr. Dean. I think the first written record is the executive com- 
mittee minutes of October 1954. 

Senator O’Mauonery. I will accept that. You refresh my recol- 
wv of the record. October 1954. So that that is almost 6 months, 
1ere. 

Mr. Dean. And the sworn testimony of Mr. Linsley before the 
Securities and Exchange Commission, which has been referred to here, 
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that he and Mr. Woods, the chairman of the First Boston Corp., 
had decided not to take the fee on May 25, 1954, or late in May 1954. 

Senator O’Manoney. There is no sense in arguing across the table, 
and I do not want to engage in that. I merely want to point out that 
this is the series of events. The opinion was given, the opinion was 
carried out, Mr. Wenzell once operating for the Bureau of the Budget 
and advising it, returns to the First Boston Corp., the First Boston 
Corp. sells the bonds, and then in October 1954, to take your own dates, 
then First Boston says, “Well, we have done this great job but it 
was not for business purposes.” 

Mr. Keerre. Mr. Wenzell, to relate to the questions Senator 
©’Mahoney has been discussing before the Securities and Exchange 
Commission, on page 835, you were asked with respect to meetings lead- 
ing up to the April 10 proposal and the question was: 


Now, those were meetings related to this situation, and I want to ask you 
whether or not at any of those meetings there was a discussion of the financial 
arrangements. 

Answer. I can’t remember specifically. I can’t identify the particular dates 
for that specific thing, but I think the second revised proposal went in on April 
10. It may have been in Washington or it may have been in New York. I con- 
firmed to Mr. Dixon and Mr. Yates this cost of interest—interest cost. In that re- 
spect there would have been something to do from the financial side. 

Question. Did you review the April 10 proposal before it was submitted? 

Answer. I think I saw a copy; yes, sir. 


Does that refresh your recollection that you did work on the April 10 
proposal before it went in? 


Mr. Wenzetu. Yes. 
Mr. Dean. This is the Dixon-Yates proposal and not the First Bos- 


ton proposal. You understand that, Mr. Keeffe. The April 10 letter 
is the second proposal made by Middle South and the Southern Co. 

Mr. Kererre. I understand, and the April 10 proposal has the iden- 
tical paragraph that was in the February 25 fy gr to the effect that 


First Boston had told them that they coul 
on approximately $114 million. 

Mr. Doorrne. “Responsible financial specialists.” 

Mr. Wenzett. Answering the question here, I think on April 3, 
anything that was ready in the way of a draft I may have seen, but 
after April 3 I do not think I saw anything, because that was the last 
day I was in Washington. 

Mr. Krerre. We will inquire about those later, but apparently you 
were familiar with the basis of the April 10 proposal. 

Mr. WeEnzeELL. Up until the last time I was there, which was the 
3d of April. 

Mr. Keerre. Do you want to suspend or shall we go on? 

Senator O’Manoney. I think we should suspend. 

I think, Mr. Wenzell, you have made a very substantial effort to deal 
frankly with this committee. I feel, however, that you have found 
yourself, as you yourself have said, in a dual position, the embarrass- 
ment of which grew as it proceeded. 

All I wanted to do was to lay the facts on the table, because they are 
part of a big story of Government policy, and I really feel like thank- 
ing you for your evidence, here. I am sorry that you have had to en- 
dure all the questions which have been fired at you, but you have done 
it like a good soldier; let me say that, sir. 


get 314 percent interest 
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Mr. Doone. Could I correct something mechanical on the record ? 

Senator O’Manoney (presiding). Surely. 

Mr. Dootrne. At the committee meeting yesterday, there was offered 
to the committee a clipping from the New York Times, and the record 
is quite unclear as to the date of the issue of the New York Times in 
which that news item appeared. 

Senator O’Manoney. It is clear that it was under the shipping news. 

Mr. Doortrne. That is abundantly clear. 

It was on February 22, 1955. I think the record shows February 
21, and February 27 

Senator O’Manoney. You wish it to be understood that was on the 
22d of February ? 

Mr. Dooxttne. It was the issue of February 22. 

Senator O’Manonry. That is a matter that could be easily checked 
if there was any question. I do not think there is much question, o1 
any relevancy as to the exact date. 

Mr. Doouiine. It was the day after the date of Mr. Coggeshall’s 
press release. 

Senator O’Manoney. That is right. 

Senator Kefauver was compelled to leave because he is chairman 
of the Committee on Juvenile Delinquincey, and he asked me in ad- 
jour ning this session to adjourn it over, or to recess it over, until Mon- 
day at 2 p. m. 

Did you understand Mr. Keeffe whether he wanted— 

Mr. Kererre. He wants Mr. Wenzell there at that time, Senator. 

Mr. Dean. How about Mr. Woods? 

Mr. Krerre. Yes, we would like Mr. Woods, either Monday or 
Tuesday. 

Mr. Dean. Monday or Tuesday ? 

Mr. Keerre. I think perhaps Tuesday might be better. 

Mr. Dootine. Tuesday might be crowded. 

Mr. Dean. That is the day you have Mr. Armstrong. 

Mr. Keerre. We might take Mr. Woods and Mr. Wenzell at the 
same time Monday afternoon. 

Mr. Dean. May I say just one thing on the record, Senator? 

Senator O’Manonry. Yes, indeed. 

Mr. Dean. As far as the First Boston is concerned and Mr. Wen- 
zell, if there is anything the committee would like to know about Mr. 
Wenzell’s services to the arena of the Budget, or the First Boston’s 
role in this entire transaction, we are at your service. I think we have 
already produced every document that you have asked us to produce 
and if there is anything further that you would like to have we will 
willingly produce it. 


Senator O’Manonry. Is there anything else that the staff desires, 
Mr. Keeffe? 

Mr. Krerre. No, there is not, Senator. Mr. Dooling has some docu- 
ments we have agreed to look at tomorrow. I appreciate very much, 
Mr. Dean’s offer of cooperation and the cooperation we have had from 
him and the frank testimony we have had from Mr. Wenzell. 

Senator O’Manonry. The committee will stand adjourned until 
Monday, July 18, 1955. 


(Whereupon, at 5:20 p. m., the committee adjourned to reconvene 
at 2 p.m., Monday July 18, 1955.) 
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MONDAY, JULY 18, 1955 


Unrrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 2:10 p. m., in room 
424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), O'Mahoney, and Langer. 

Also present: Arthur John Keeffe, assistant counsel. 

Senator Krrauver. We have a quorum of our committee present. 
We will proceed. 

After a recess of a few days, this afternoon we resume again the 
hearings in connection with this problem of the role of the First Bos- 
ton Corp. and Mr. Wenzell in connection with the policy which led 
to the Dixon- Yates contract and their connection with it. 

This inquiry thus far has developed information which we think 
is of great importance to this committee, to the Congress, and to the 
public, and we feel that we want to get the full facts and investigate 
it to the fullest extent. 

It has been developed in previous hearings that the executive 
branch has interfered with the exercise of the quasi-judicial functions 
of the Securities and Exchange Commission. It is important, I think, 
that we keep in mind in this connection that the SEC has responsi- 
bility for administering the act of 1935, the Public Utility Holding 
Company Act. 

This Holding Company Act was passed for the purpose of pre- 
venting evils and abuses of holding companies in the power field. ‘The 
committee has heard in previous testimony of certain interlocking 
directorates in the Dixon- Yates group. 

That is of importance in considering the monopoly and antitrust 
aspects that this committee is interested in. 

In furtherance of our hearing, we have invited Mr. George Woods, 
the chairman of the executive committee of the First Boston Corp., 
to appear and give us the benefit of his testimony this afternoon. 
Then we will proceed with Mr. Wenzell. 

I think I promised Mr. Dean that we would try to finish with Mr. 
Wenzell so he can get out to the west coast for some important matters 
he has out there, so after Mr. Wenzell finishes, we have invited Mr. 
Armstrong, the Chairman of the Securities and Exchange Commis- 
sion, to return and answer certain questions in accordance with a 
written suggestion or memorandum which has been given to him. 

Mr. Woods, in accordance with the rule of this committee, and not 
questioning your veracity, we ask all of our witnesses to be sworn, sir. 
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Do you solemnly swear the testimony you will give will be the 
whole truth, so help you God ? 

Mr. Woops. I do. 

Senator Lancer. Mr, Chairman, I desire to bring to your attention 
and the attention of our counsel various newspaper reports that I 
have seen dealing with the amount of money Dixon and Yates are 
going to receive because of the cancellation of this contract. 

I think it is very important to this committee, in view of our past 
record here, to ascertain just what items Dixon-Yates are going to 
claim that they are entitled to, and I think it is within the jurisdiction 
of this committee to make the proper investigation to find out just 
exactly what these claims are, and that this committee investigate it, 
with the further understanding that it may be possible that some of 
these claims that they have, if they have got to be paid by the Govern- 
ment, that the Government may be subrogated to these claims, or pos- 
sibly the city of Memphis that is going to build this plant may be 
subrogated. 

Senator Kerauver. Senator Langer, I think your observation and 
suggestion is pertinent and proper and — 

The committee has heretofore by resolution expressed its opinion 
to the Office of the Comptroller General of the United States, and 
certain testimony has been brought out here already, to the effect 
that the contract was never consummated and therefore there could be 
no cancellation fee, and that furthermore there were indications that 
the parties to this contract did not come in with clean hands and that 
on that basis there is grave doubt as to whether they were entitled to 
any compensation whatsoever. 

And by resolution we asked the Comptroller General to hold up any 
payment, defer any payment to Dixon and Yates, or not approve any 
payment until the committee completed its hearing. Without objec- 
tion we will now ask the ComptrollerGeneral to keep the committee 
informed of any proposed payment to the Dixon- Yates people in con- 
nection with this contract, in order that we may have an opportunity 
of looking in and investigating what these proposed payments may be. 

Senator Lancer. I should like also, Mr. Chairman, to have our staff, 
especially the counsel here, look up the question of subrogation. 

Senator Keravuver. I will ask the staff and the counsel to do that. 
Thank you, Senator, Langer, for these suggestions. I think they are 
important and they will be followed through. 

Mr. Dean, did you have any matters you wanted to elucidate on 
before we commenced here this afternoon ? 


TESTIMONY OF ARTHUR DEAN, ACCOMPANIED BY JOHN F. 
DOOLING, JR., OF THE FIRM OF SULLIVAN & CROMWELL 


Mr. Dean. I don’t know what your pleasure is, Senator Kefauver. 
Mr. Keeffe, your counsel, asked me to produce certain documents. I 
can do that now or later, as you please. 

Senator Keravuver. All right, sir; suppose you tell us what those 
are. Mr. Keeffe, you and Mr. Dean may talk about these documents 
now. 

Mr. Dean. One, Mr. Keeffe, counsel to your subcommittee, asked for 
the production of communications between the First Boston Corp. and 
Middle South and the Southern Co., and I have here 12 items that fall 
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into that category. The earliest are dated April 22,1954. We have no 
record of the date when they were received. And the latest is dated 
June 2, 1955. 

In addition, of course, from time to time printed proofs of the 
formal contractual instruments in connection with the financing, such 
as the mortgage and deed of trust that has already been marked as ar 
exhibit here were received from time to time. 

Senator Krerauver. How many communications are there? 

Mr. Dean. Twelve. 

Senator Kerauver. Thank you, Mr. Dean. What was our last 
exhibit number, Mr. Reporter? These will be marked as exhibits 75 
through 87. 

(The documents referred to were marked “Exhibits 75 through 87,” 
and will be found in the files of the subcommittee. ) 

Senator Keravuver. All right, Mr. Dean. 

Mr. DEAN. At page 613 of the transcript of this hearing, we advised 
this subcommittee that we had been informed that the First Boston 
Corp.’s interest-rate opinion letter dated April 14, 1954, had been 
furnished to this subcommittee on July 7, 1954. 

I am now able to supply you with a photostatic copy of letter of 
July 8, 1954, from counsel to this subcommittee, Mr. Sidney M. Davis, 
to Mr. Paul Canaday, of Middle South Utilities, Inc., acknowledging 
the receipt of 103 listed documents. That letter included as item 86 
the letter Linsley to Dixon dated April 14, 1954, which is exhibit 16 
in these proceedings. 

I mention that because this subcommitee has had this letter since 
July 7. Senator Anderson commented that his committee had been 
trying to find out who the financial agent in this transaction was since 
last July. 

Also listed by Mr. Davis in this letter to Mr. Canaday is item 24, 
a memorandum dated March 3, 1954, signed T. G. Seal, which we 
believe is a memorandum referred to by Senator Hill, of Alabama, 
in his speech of February 18, 1955. 

Senator Kerauver. The letter of Sidney M. Davis, the counsel of 
this committee, to Mr. Paul Canaday, July 8, 1954, together with 
the attachment, will be listed as exhibit 88. 

(The document referred to was marked “Exhibit 88” and will be 
found in the files of the subcommittee. ) 

Senator Keravuver. I might say in that connection that Mr. Davis 
was counsel for the committee at that time. These were brought in 
by the Dixon-Yates people with Mr. Canaday being vice president 
of Mr. Dixon’s company. Mr. Dixon and Mr. Yates did not testify 
during that time. 

Mr. Davis has informed my administrative assistant that some time 
after that, they were returned to the people who sent them because 
we didn’t have any money to start with at that time. What funds 
we had were somewhat depleted, but this does speak for itself. 

He says further it wasn’t of any significance to him at the time 
because he didn’t know anything about Mr. Wenzell at that time. 

Anything else, Mr. Dean? 

Mr. Dean. I was requested to supply the committee with the semi- 
annual report of the First Boston Corp. for the period ending June 
25,1955. Itis just a dividend notice. 

Senator Keravver. Is that the only report that has been published ? 
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Mr. Dean. We publish an annual report at the end of each year. 

Senator Kerauver. I had understood you to say that at the end of 
6 months, or you had in the process of being printed a report, and 
I thought it would be similar to your annual report. 

Mr. Dean. No, sir; we get out a large report at the end of each 
calendar year, and we get out a dividend notice with the statement of 
the unaudited earnings at the end of June, and that is the notice. 

Senator Krrauver. This is the notice of the First Boston Corp. 
This says: 

Enclosed you will find check for dividend of $1 per share on the capital stock 
of the First Boston Corp. standing in your name at the close of business June 17, 
1955. 

Earnings available for dividends for the 6 months ended June 30, 1955, un- 
audited and calculated in accordance with practices customarily employed in the 
compilation of our annual statements (with certain items determinable definitely 
only annually being estimated) amounted to $1,156,421,68, or $2.78 per share 
(these estimated earnings do not reflect any market appreciation in an investment 
in the stock of a promotional enterprise still in the construction stage. 

And so forth. These are all the same. Let one of them be filed as 
exhibit 89. 

(The document referred to was marked “Exhibit 89” and will be 
found in the files of the subcommittee. ) 

Senator Kerauver. Let’s see if Mr. Dean has anything else. 

Mr. Kererre. Mr. Dean, do you have a copy of the annual report ? 

Mr. Dootrne. Not with us. Your assistant spoke to me about that. 

Mr. Dean. We can supply you with a copy. 

Senator Kerauver. We have one attached to our testimony. 

Mr. Keerre. Could we have another one? 

Mr. Dean. Yes; surely. 

Mr. Keerre. And could we also have from you, Mr. Dean, the blotter 
entries at Sullivan & Cromwell for the year 1955? You gave them to 
us for the year 1954. 

Mr. Dae Yes; you can. 

Senator Kerauver. As exhibit 90, a letter from Mr. Campbell, the 
Comptroller General, to Mr. Keetfe acknowledging receipt of the reso- 
lution of this committee. 

(The document referred to was marked “Exhibit 90,” and will be 
found in the files of the subcommittee. ) 

Mr. Dean. Just one other very short matter, Mr. Chairman. I 
would like to call to the attention of the committee that in connection 
with the statement of Admiral Strauss which was referred to in the 
hearings before this committee last Wednesday, I should like to draw 
the attention of the subcommittee to the testimony given by Admiral 
Strauss under Senator Gore’s questioning on the same day before the 
Joint Committee on Atomic Energy, pages 34 to 36 of the transcript. 
At page 34, in response to the question of Senator Gore, Admiral 
Strauss said: 

When Mr. Wenzell saw me on the 18th— 
and I interpolate January 18, 1954— 


for 10 or 15 minutes, he followed that, according to his own testimony, by a 
meeting with Mr. Walter Williams, Deputy General Manager of the Commission. 
Mr. Williams may very well have suggested his attending the meeting on the 20th. 


[ interpolate January 20, 1954. 


Mr. Hughes may have suggested his attending it. It was not a closed meeting. 
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I then skip to page 36 and again, in response to a question from Sen- 
ator Gore, Admiral Strauss stated : 

He (Mr. Wenzell) was there as a consultant, as an adviser to those who were 
present, and I would consider myself as one of those who benefited by consulta- 
tion and advice from him on the cost of the money at that time, and on the 
availability of a public market in which securities might be successfully floated. 

That is page 34 and page 36 of the hearing on July 12, 1955. 

Senator Krravver. Mr. Dean, you bring that out to show that 
Admiral Strauss was impressed with the fact that there was a con- 
sultant in the matter, and that they benefited by the advice of that 
consultant, to wit, Mr. Wenzell ? 

Mr. Dean. To supplement Mr. Wenzell’s testimony before this com- 
mittee that he was attending this January 20 meeting as a consultant 
to the Bureau of the Budget. 

Senator Keravver. And it was fully understood by Admiral 
Strauss / 

Mr. Dran. Well, I believe that this testimony will show that Ad- 
miral Strauss thought that he was there as a representative of the 
First Boston Corp., but I bring it out to show that Admiral Strauss 
thought he was there as a consultant. The capacity in which he was 
there, I think there is some question about in Admiral Strauss’ mind. 

Senator Lancer. Was that the time when he went in that he signed 
up “Mr. Wenzell of the First Boston Corp.” ? 

Mr. Dean. He signed, in answer to the question on the card, Senator 
Langer: 

Your organization? The First Boston Corp. 


Senator Krravuver. In any event, from that testimony you think 
it is quite clear that Admiral Strauss did present the fact that Mr. 
Wenzell was there as a very valuable consultant for somebody ? 

Mr. Dean. Yes; and that he was there at the invitation of either 
Mr. Walter Williams or Mr. Hughes. 

Senator Kerauver. All right, is there anything else, Mr. Dean? 

Mr. Dean. No; that is all, Senator Kefauver. 

Senator Kerauver. Do you have any matters you want to take 
up with Mr. Dean, Mr. Keeffe 4 

Mr. Krerre. None now, sir. 

Senator Krrauver. You are Mr. George D. Woods? 


TESTIMONY OF GEORGE D. WOODS, CHAIRMAN, BOARD OF 
DIRECTORS, FIRST BOSTON CORP. 


Mr. Woops. I am. 

Senator Krerauver. Mr. Woods, all of us should speak loudly so 
everybody can heat 

Mr. Woods, you are chairman of the executive commitee of the 
First Boston Corp., is that correct ? 

Mr. Woops. No; that is not correct. I am chairman of the board 
of the First Boston Corp. 

Senator Keravuver. Chairman of the board. And where do you 
live, Mr. Woods? 

Mr. Woops. New York City. 

Senator Kerauver. In New York City proper, or out in the 
suburbs ? 
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Mr. Woops. In New York proper. 

Senator Kerauver. And how long have you been in the invest- 
ment securities business ? 

Mr. Woops. Since the middle of 1918. 

Senator Kerauver. Will you just tell us your career in this busi- 
ness, where you started, and what companies you have been with, 
vhen you got with First Boston? 

Senator Lancer. Tell us about your life, where you went to school, 
where you were born, and all that. 

Mr. Woops. Would you like this in 5 minutes or in an hour, 
Senator ? 

Senator Lancer. We have got lots of time. 

oo Keravver. Well, we don’t want too much detail, Mr. 
oods. 

Mr. Woops. I went to work for an investment banking firm in New 
York City after I left high school in the summer of 1918. That firm 
was known in the East as Harris, Forbes & Co. It was the eastern 
affiliate of a well-known Chicago concern, the Harris Trust & Sav- 
ni Bank. It had another affiliate in Boston, Harris, Forbes & Co., 

ne. 

Senator Krerauver. Where did you come from originally, Mr. 
Woods? 

Mr. Woops. I was born in Boston. My family moved to New York, 
und moved me with them when I was something less than 1 year old. 
At that point we moved to Brooklyn. 

In point of fact, my father was employed by the United States 
Navy, and the occasion for being in Boston was his association with 
the Boston Navy Yard. The occasion for moving to Brooklyn was 
his transfer to the Brooklyn Navy Yard. 

I grew up in Brooklyn. I went to public school in Brooklyn. I 
graduated in June 1918 from Commercial High School in Brooklyn. 

I continued with Harris, Forbes & Co. until that firm changed its 
name in, I believe, 1931, to Chase, Harris, Forbes Corp. That 
change of name was occasioned by the fact that about a year prior, 
that is, in 1930, the stockholders of Harris, Forbes & Co. had sold 
their stock to the Chase Securities Corp., an affiliate of the Chase 
National Bank. 

The businesses were put together and, as I say, in, I believe, 1931, 
the name of Harris, Forbes & Co. was changed to Chase, Harris, 
Forbes Corp. 

Senator Kreravuver. Just a minute, Mr. Woods; I understand, then, 
that about 1931 the Chase Securities Corp., which was a wholly owned 
subsidiary of Chase National Bank, merged with Harris, Forbes, 
and —e was then changed to Chase, Harris, Forbes Corp. ; is that 
correct ¢ 

Mr. Woops. Well, you don’t understand that from anything I said, 
Senator. You are saying that of your own knowledge. 

‘ Senator Keravver. No; I thought that is what I understood you 
O say. 

Mr. Woops. No, no. 

Senator Kerauver. What was the Chase Securities Corp. ? 

Mr. Woops. The Chase Securities Corp. was an affiliate of the 
Chase National Bank. I really do not know whether it was a wholly 
owned subsidiary. 
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Senator Kerauver. Anyway, it was an affiliate. 

Mr. Woops. That is correct. And that Chase Securities Corp., 
an affiliate of the Chase National Bank, acquired the entire capitali- 
zation of Harris, Forbes & Co., New York, and Harris, Forbes & 
Co., Inc., a Massachusetts corporation. 

Subsequently, about a year later, the name of Harris, Forbes & 
Co., Inc., in New York was changed to Chase, Harris, Forbes Corp. 
That involved no change in the situation, whatever it might be, as 
between Chase Securities Corp. and Chase National Bank. Harris, 
Forbes & Co., having been acquired in 1930, was wholly owned by 
Chase Securities Corp., and at the time its name was changed to 
Chase, Harris, Forbes Corp., it was still wholly owned by the Chase 
Securities Corp. 

Senator Keravver. All right, sir. I didn’t think that was very dif- 
ferent from what I stated. I said “merged,” and you said “acquired,” 
but that is unimportant. Anyway, then you were 

Mr. Woops. To continue the thread of my life’s history, if I may, 
shortly after the change in name from Harris, Forbes & Co. to 
Chase, Harris, Forbes Corp.—and I might say at that point my 
recollection is that I was a vice president of Harris, Forbes & Co. 
and continued as a vice president of Chase, Harris, Forbes Corp. 

It may be that at the point the name was changed, I also became 
a director of Chase, Harris, Forbes Corp., or it may be that I had 
been made a director slightly before that date. In 1933 the Congress 
enacted legislation, the effect of which was that banks—— 

Senator Keravuver. This was the so-called Glass-Steagall Act? 

Mr. Woops. It was an amendment to the Federal Reserve Act, and 

gathe effect of it was that banks that had bond or security departments 
or bond or security affiliates were to dispose of them. I might say, 
Senator—may I interrupt for a moment? 

Senator Keravuver. Yes, sir. 

Mr. Woops. I confess to being a director of Ringling Bros. Barnum 
& Bailey Circus. I have been for 12 years, but I am not very good 
as a performer. These photographers bother my thinking. I am 
sorry. 

Siasher Keravuver. Well, you are doing very well, Mr. Woods. But 
I don’t think they will bother you any more. 

Mr. Woops. The head of the Chase, Harris, Forbes & Co., Inc., 
Massachusetts, was a gentleman named Mr. John R. Macomber, a 
native of Massachusetts, who had grown up in Framingham, had 
been in Boston throughout his entire life. Mr. Macomber in years 
gone by had been a director of the First National Bank of Boston. 
He was very well known to the mangement of the First National 
Bank of Boston and to the great majority of its directors. 

The First National Bank of Boston, after the Glass-Steagell legis- 
islation, had a problem of disposing of a security affiliate as did the 
Chase National Bank. Mr. John R. Macomber was a friend, so to 
speak, of the management of the bank in Boston and of the bank in 
New York, and after some deliberation undertook to take on the 
personnel of the Chase, Harris, Forbes Corp. and take on the business 
of the first of Boston Corp., the affiliate of the First National Bank 
of Boston. 

With the help of counsel, ways and means were arrived at for selling 
the entire capitalization of the First of Boston Corp. in part to the 
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stockholders of the Chase National Bank and in part to the stock- 
holders of the First National Bank of Boston. The name became 
the First Boston Corp. We dropped the “of.” 

That stock was sold to the shareholders of both banks at $18 a 
share. In the spring of 1934, the theory of which was, Senator, the 
outlook for the investment security business looked rather dim, and 
that is an understatement; but in the remote possibility that it might 
turn out to be worth something, it was felt advisable that the share- 
holders of both banks that were involved be given an opportunity, 
if they so desired, to put up a little money and go ahead with any 
future that there might be in that business. 5 

The shareholders of both banks exercised their rights, and the 
firm started in business in June 1934 as a publicly owned concern, 
500,000 shares, $18 a share paid in, no commissions to anybody, $9 
million of capital. 

At that point I became—well, I hadn’t been before—at that point 
I became vice president of the First Boston Corp. I was elected to 
the board of directors, and I was designated a member of the executive 
committee of the First Boston Corp. 

I continued as a vice president and director and member of the 
executive committee from June 1934 until about the summer of 1942, 
when I took a leave of absence, went to work in the War Department 
here in Washington, went back to business in the latter part—per- 
haps November or December—of 1945, subsequently became chairman 
of the executive committee, subsequently became chairman of the 
board, 

Senator Krerauver. When you were in the Department here, you 
were commissioned a major, I believe? 

Mr. Woops. I was commissioned as major. 

Senator Kerauver. And you worked under General—who was your 
superior officer ? 

Mr. Woops. Well, I think probably the man you are referring to in 
Pittsburgh is Mr. Denton. 

Senator Kerauver. Mr. Denton. 

Mr. Woops. And I dare say at times he was my superior officer. 
My immediate superior in the line of command was a General Minton. 
We were in the Production Division of Headquarters of ASF. 

Senator Kerauver. Who was General Denton? 

Mr. Woops. Who is General Denton ? 

Senator Krravuver. Yes. He has returned to civilian life ? 

Mr. Woops. That is right. Mr. Denton is now vice chairman of the 
board of directors of the Mellon National Bank of Pittsburgh. 

Senator Krerauver. What is his first name? 

Mr. Woops. Frank. 

Senator Keravuver. All right, sir, you are up to 1945. General 
Denton was in at the time you came down, wasn’t he? 

Mr. Woops. In the Army # 

Senator Kerauver. Yes. 

Mr. Woops. Yes, he was. 

Senator Keravuver. Wasn’t it he that got you to come down? 

Mr. Woops. Yes, I think that is a fair statement. It is always hard 
to precisely place the blame for an incident of that sort on any one 
person, but I think he more than any one other person. ; 
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Senator Krerauver. Well, for good or bad, whatever it may have 
been, he was one of the influences that got you to come down? 

Mr. Woops. Correct 

Senator Kerauver. And you had been associated together quite 
while. You w 7 here, and you have been since, with F ‘rank Denton ? 

Mr. Woops. I am sorry, I missed the import of that question. 

Senator Kerauver. I say you had been associated with Mr. Denton 
previously, you were associated with him here, and you have been 
associated with him since that time? 

Mr. Woops. Correct. I would say that Mr. Denton is a warm, 
close personal friend of mine, and we have had business relations off 
and on since 1935. 

Senator Keracver. Then you returned in 1945 to your business? 

Mr. Woops. Correct. 

Senator Keravuver. Then proceed from that time. 

Mr. Woops. I had finished, Senator. I said that subsequently I 
became chairman of the executive committee of the First Boston Corp., 
and then subsequently became chairman of the board of directors. 

Perhaps with that slight reminder from you, I should add that in 
August 1946 the business of the Mellon Securities Corp. was merged 
into and combined with the business of the First Boston Corp. Mr. 
Denton, prior to the war and when I knew him, was president of the 
Mellon Securities Corp. 

After the war he went back to Pittsburgh and resumed as president 
of the Mellon Securities Corp. After the merger was effected, Mr. 
Denton went into the commercial banking business, which I might 
say had been his objective for many, many years, his father having 
been a commercial banker in a small town in Kansas, and he always 
having been trained to be a commercial banker, and his feeling about 
investment security business was nothing like the feeling of com fort 
and intimacy he had with respect to the commercial banking business. 

Senator Keravver. And what is his bank and what is his position 
with it now ¢ 

Mr. Woops. His bank is the Mellon National Bank & Trust Co. His 
position is vice chairman of the board of directors. 

Senator Krerauver. In connection with the merger with Mellon, this 
was the Mellon Securities Corp. you referred to? 

Mr. Woops. Correct. 

Senator Krerauver. And just tell us about that merger. How was it 
worked out and what happened, who came out with control of the 
merged corporation ¢ 

Mr. Woops. Was the question who came out ? 

Senator Kerauver. How was the merger worked out and who were 
the parties to it and what was accomplished by the merger? 

Mr. Woops. Well, No. 1, how was the merger wor ked out? 

Senator Keravuver. Yes. 

Mr. Woops. The capital stock of Mellon Securities Cor ‘p. received 
in the merger certain shares of preferred stock of the First Boston 
Corp., and certain shares of what is known as the class A stock of 
the First Boston Corp. 

Senator Kerauver. Was that 112,500 shares of class A stock? 

Mr. Woops. That is correct. 

Senator Kerauver. And that was received by Richard Mellon and 
his sister, Mrs. Seaife ? 
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Mr. Woops. Mrs. Allen Scaife, and that is the answer to your sec- 
ond part of the question, who were the parties to it. 

The entire capital of the Mellon Securities were owned by Mr. 
R. K. Mellon and his sister, Mrs. Allen Scaife. And those two 
yeople came into the possession of the preferred stock of the First 
bein Corp., and the class A stock of the First Boston Corp., 
which was created to effectuate the merger. 

Senator Ker,uver. And they received 112,500 shares of class A 
capital stock, 46,778 shares of preferred stock; is that about right? 

Mr. Woop. That is about right on the preferred stock. I am un- 
clear about it because we have since paid it off. It is exactly right 
on the class A stock, and I might say the class A stock is nonvoting 
as long as the Mellon brother and sister own it. 

It is identical in all other respects to the common stock, and should 
they bona fide dispose of it, it will automatically become fully voting 
and in all respects identical with the outstanding common stock. 

Senator Kerauver. What common stock did they get as such? 

Mr. Woops. None. 

Senator Kerauver. But their 112,000 does have voting rights if 
it is disposed of to anyone else? 

Mr. Woops. If they dispose of it. 

Senator Kreravuver. Have they disposed of it? 

Mr. Woops. No, sir; not in the sense of that term that is implicit 
in order for it to receive rights. Some of it has been disposed of to 
Mellon Foundations, charitable foundations. 

Senator Kerauver. Which was the larger company, the Mellon 
Company or First Boston at that time? 

Mr. Woops. Well, in point of capital, Senator, and I suppose that 
is as good a way as any other to put a yardstick on it, the First Boston 
Corp. was the larger. I won say the First Boston Corp., was 
roughly twice as large, capitalwise, as Mellon Securities. [ don’t 
remember earningswise. 

Senator Kerauver. What was the capital approximately at that 
time of First Boston ? 

Mr. Woops. Approximately 14 or 15 million dollars, maybe 13. 

Senator Keravuver. And of Mellon about what? 

Mr. Woops. Mellon was about between 7 and 8 million dollars. 

Senator Kerauver. What strings or what power of control did 
Mr. Mellon and his sister retain in the merged corporation First 
Boston ? 

Mr. Woops. Power of control? None. Strings? I suppose the 
fact that Mr. Arthur V. van Buskirk was employed by the family 
concern, Mellon & Sons, as a director of the First Boston Corp., could 
be construed properly as a string. 

Senator Kerauver. Now Mr. van Buskirk then became a vice presi- 
dent of First Boston; is that correct ? 

Mr. Woops. No, sir. He has never been an officer of First Boston. 

Senator Keravver. He isa director of First Boston. 

Mr. Woops. Correct. 

Senator Kerauver. That is the same Mr. van Buskirk who is a 


director and substantially interested in Pittsburgh Consolidated Coal 
Co.; is that correct ? 
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Mr. Woops. On your first question, he is a director. On your second 
question as to whether he is substantially interested, 1 would doubt 
it, but I have no knowledge. 

"Senator Kerauver. Is that Mr. George Humphrey’s old company ¢ 

Mr. Woops. I believe Mr. Humphrey 1 was associated with it in some 
ca acity ; yes. 

Senator Kerauver. He was an officer of it, wasn’t he ? 

Mr. Woops. I really don’t know. 

Senator Kerauver. Well, there were several of the Mellon people 
who came in as officers or directors in the First Boston, were there 
not, Mr. Woods? 

Mr. Woops. Several people who had been previously employed by 
the Mellon Securities Corp. ; yes. 

Senator Krravver. Mr. Milton C hapel 

Mr. Woops. William Chapel. He isstill with us. 

Senator Krerauver. He was with Mellon Securities, and he came as 
a junior officer of the First Boston ? 

Mr. Woops. That is correct. 

Senator Kerauver. And what is he now? 

Mr. Woops. Bill Chapel is the vice president and doing a good 
job. He will go further. 

Senator Krravuver. And then there is Mr. S. Davison Herren, who 
came with the First Boston; didn’t he? 

Mr. Woops. Dave Herren came with us. He was manager of our 
Pittsburgh office. Able fellow. He had a stroke September a year 
ago, almost 2 years ago. He is semiretired. He has no official 
capacity. He resigned as an officer and director of the firm. 

enator KEr ooo And then did Mr. Johnson come with you? 

Mr. Woops. T. J. Johnson ? 

Senator Kerauver. Yes. 

Mr. Woops. He did. Still with us. Vice president. 

Senator Kerauver. Where is he located ? 

Mr. Woops. New York. 

Senator Kerauver. And what other officers of yours came from the 
Mellon organization ? 

Mr. Woops. Well, we had several, Senator, that came with us that 
are no longer with us. Hugh McBain came along and retired, James 
Land came along and retired, George Gillies came along and resigned. 
Mergers, you know, quite often don’t make ever ybody happy. I 
don't know who is left other than the ones you have mentioned. I 
dare say there are a few. 

Oh, sure, Al Brushaber in our Pittsburgh office is a highly valued 
officer, vice president, and he is a member of our board of directors. 
We were fortunate enough to have him join us in the Mellon merger. 
Two or three other chaps in the Pittsburgh office. In fact, every body 
in the Pittsburgh office came through Mellon. We previously had had 
no office in Pittsburgh. 

Senator Krravver. Now, besides you, sir, what officers do you now 
have or have you recently had that came into First Boston from the 
old Chase Securities Corp. ? 

Mr. Woops. Well, Mr. Linsley. Chase Securities? 

Senator Kerauver. Chase Securities, yes, sir. 

Mr. Woops. None. 

Senator Kerauver. Where did Mr. Linsley come from ? 
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Mr. Woops. Chase, Harris, Forbes. 

Senator Kerauver. Well, that is what I am talking about. 

Mr. Woops. I thought you were. Mr. Linsley, who is now vice 
chairman of our corporation, came through Harris, Forbes; Chase, 
Harris, Forbes. If you have our annual report there, you will help 
me greatly by letting me look at the board of directors, Senator. 

Mr. Keerre. Linsley was with Harris, Forbes before he was with 
Chase Securities; Chase, Harris, Forbes? 

Mr. Woops. Correct. 

Senator Krerauver. He was with Chase, Harris, Forbes Corp.? 

Mr. Woops. That is correct. On our board of directors at this 
time the following came from Harris, Forbes & Co. and passed through 
that brief 2-year “stage under the title Chase, Harris, Forbes Corp.: 
Harry M. Addinsell, Duncan R. Linsley, James Ly les, Frank M. 
Stanton, and myself. The following if I may, Senator, say, came from 
the First Boston, the First National Bank of Boston side of the 
family. 

Senator Krerauver. Before we get to the First National Bank of 
Boston side of the family, the First National Bank of Boston merged 
with or acquired the Old Colony of Boston at one time ? 

Mr. Woops. I believe it did. 

Senator Kerauver. And then how long was that before it divested 
itself of its securities business, which came out eventually to be the 
First Boston? 

Mr. Woops. I don’t know. 

Senator Kerauver. Who did you inherit from the First of Boston 
side of the family, not the First of Boston, the First National Bank 
of Boston side of the family ? 

Mr. Woops. The members of our present board of directors who 
came from that side of the family, James Coggeshall, Neville Ford, 
Frances King, Parker Kuhn, Edward Ladd, Emil Pattberg, who is 
now chairman of our executive committee, William H. Potter, B. H. 
Whitbeck. Those are the gentlemen that came from the First National 
Bank of Boston side of the family. 

Senator Kerauver. The First National Bank of Boston people, as 
was the case of the Chase people, were offered stock in the merged 
corporation. Was the stock pretty well taken, I mean, widely taken 
by principal stockholders of eas two banks ? 

Mr. Woops. Well, I don’t know whether it was taken by the prin- 
cipal stockholders or not, but when we got all finished with it, we 
had a little over 10,000 stockholders, and the entire 500,000 shares 
that we set out to sell were sold. 

Senator Krerauver. Mr. Weeks was an officer of the First National 
Bank of Boston at one time? 

Mr. Woops. Robert S. Weeks? 

Senator Kerauver. Yes. Did he come into the—Sinclair Weeks, 
not Robert S. Weeks. 

Mr. Woops. Sinclair Weeks was an officer of the First National Bank 
of Boston? 

Senator Kreratver. Wasn't he? 

Mr. Woops. It may be. I don’t know. 

Senator Kerauver. Did he come into this organization ? 

Mr. Woops. No; not at all. 

Senator Kerauver. No stock ownership ? 
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Mr. Woops. Well, he may be a shareholder, Senator, I can’t say 
that. He may be. Anybody can buy our stock. 

Mr. Keerre. Will you look that up for us? 

Mr. Woops. I will be glad to. 

Senator Keravver. You know most of your shareholders ; don’t you? 

Mr. Woops. No, sir. We have got about 8,000. 

Senator Kerauver. How many shares do you have outstanding? 

Mr. Woops. 562,500, of which 112,500 are the shares of A stock that 
we have just been talking about. 

Senator Kerauver. Owned by Mr. Mellon and his sister, Mrs. 
Scaife? 

Mr. Woops. That’s right. 

Senator Kerauver. And then Robert Cutler has been associated 
with Old Colony for a long time. Did he come into your organiza- 
tion? 

Mr. Woops. Not at all. 

Senator Kerauver. As a shareholder do you know ? 

Mr. Woops. Don’t know. We will let you know about him. I 
really don’t know. 

Senator Kerauver. Do you know both of these gentlemen well? 

Mr. Woops. I know both of them. I wouldn’t presume to say I 
knew them well. 

Senator Krravver. You have business associations with them? 

Mr. Woops. I have never had any business with Mr. Weeks. With 
Cutler, yes, I have had business with Cutler. 

Senator Kerauver. What does the Old Colony do now? 

Mr. Woops. It is in the trust business, corporate trust, personal 
trust business. 

Mr. Keerrre. Is it the trust end of the First National Bank? 

Mr. Woops. I think it is. I am not the best witness on that. These 
banks, they change, and it is what Mr. Dean always calls static infor- 
mation, and I just don’t try to remember it. 

Senator Kerauver. It has been a business not of your own but 
First Boston that you have had with the Old Colony, or has it been 
directly with Mr. Cutler? 

Mr. heel Oh, no, it has been routine business with the Old Colony 
as a trust company. We are in the securities business, Senator, and 
we try to sell the Old Colony people securities, and if they get over- 
come with the idea that they want to sell some of the securities they 
have in their trusts, why, we are happy to bid for them. 

It is a routine business relationship, and nothing particularly in- 
volving Mr. Cutler, not at all. 

Senator Kerauver. But you have had, you, Mr. Woods, have had 
business with Mr. Cutler representing the Old Colony, in the matters 
that you have talked about / 

Mr. Woops. No. I am afraid I have given you the wrong impres- 
sion. I have never dealt with Mr. Cutler across the table on a specific 
thing. 

I got to Boston and they give me a lunch and he is there and we tlk 
about how our two organizations can do more business, mutually 

rofitable to each other, that general kind of talk. But I personally 
hav never negotiated anything with Mr. Cutler. 
65950—56—pt. 131 
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Senator Kerauver. You and your company do have a present 
luncheon-like arrangement with Old Colony and Mr. Cutler? 

Mr. Woops. We do, and we try to do as much business as we can 
with them. 

Senator Keravver. In your last report at the end of 1954 you have 
here the board of directors, but we have a list of board of directors 
a whole lot more than you have. 

Mr. Woops. You go ahead with the annual report, Senator; that’s 
right. 

‘Senator Krravver. But this one is dated—we have gotten this from 
the Securities and Exchange Commission apparently, which you filed 
there since that time. 

Will you go over your annual report and furnish us with the names 
of the other directors, or I will give you the list. that we have, when 
this hearing is over, and you can indicate if they are directors. 

Mr. Woops. Senator, that list as of December 31 is correct, with 
two exceptions. Mr. Macomber was listed as a director. I regret to 
say he passed away a couple of months ago. Mr. Wenzell, who is 
listed as a director, retired voluntarily about 6 weeks ago. 

Outside of that, that is our list of directors. Oh, yes, we added 
one director to the board, Mr. Milton C. Cross. He came with us as of 
July 1. 

Senator Keravuver. Then how about all of the vice presidents? 

Mr. Woops. How about them ? 

Senator Krerauver. They are not listed here. 

Mr. Woops. They are not all directors, Senator. Some of them are, 
some of them aren't. We have got about 41 or 42 vice presidents 
going around the country. It helps them to do business, makes them 
feel good, but they are not all directors. 

Senator Kerauver. You give them a title and that builds up their 
position. 

Mr. Woops. That’s right. It is a recognition of hard work, success, 
and it helps them to do business, we find. 

Senator Kerauver. All right. I will furnish you this list and have 
you check it over. Then if these who are listed as vice presidents, if 
this list is correct, you will indicate that. 

Mr. Woops. You are now asking for a list of vice presidents ? 

Senator Keravuver. I have here the entire list I think of your pres- 
ent vice presidents and directors. After the hearing I will give this to 
you and Mr. Dean. You can check it over with Mr. Dean and return 
it to us if it is correct. Do you have your stockholders’ list of First 
Boston ? 

Mr. Woops. With me? 

Senator Krerauver. No, I mean available. 

Mr. Woops. Well, under this policy that we have of making every- 
thing available to this committee they would like to see, I would like 
to consult with counsel, but my inclination would be to make the list 
available to you. 


I assume you are not going to put it to any improper use, such as 
circularizing the stockholders. 


Senator Kerauver. We assure you no one in the Senate has enough 
resources to get into a proxy fight with the First of Boston. 
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Suppose, in order to limit it, that you just list the stockholders who 
own a hundred shares or more. That will leave out the very little 
ones. Is that satisfactory, Mr. Dean? 

Mr. Dean. Quite. 

Senator Krrauver. Then you will prepare that and give it to us 
at an appropriate time. 

Mr. Woops. We can do it very promptly. It will be a stockholders’ 
list as of the last dividend date, which was sometime in June. 

Mr. Krerre. Do you have one as of 1952? 

Mr. Woops. Do you want the latest one or 1952? 

Mr. Keerre. We would like both if we could have it. 

Senator Krerauver. Of the one, say, at the beginning of the year 
or the end of the fiscal year 1951. 

Mr. Woops. If we might, Senator, we will give it to you as of Janu- 
ary 1952, the record date for dividend purposes. 

Senator Kerauver. That will be fine. 

Mr. Woops. And then we will give it to you for June 1955, the rec- 
ord date for dividend purposes. 

Senator Kerauver. Those that own more than 100 shares, 100 shares 
or more. 

Now, Mr. Woods, what is your connection with the Metropolitan 
Life Insurance Co.? You are not a director of Metropolitan, are 

you ? 
’ Mr. Woops. No; I am not a director. I was just trying to think 
whether I had a policy in the Metropolitan Life. 1 don’t know 
whether I have. We do business with the Metropolitan Life. 

Senator Krrauver. You have a close business association with 
them ? 

Mr. Woops. Well, we have a business association. I wish it was 
closer. We do a lot of business with the Metropolitan. They are big 
bond buyers. 

Senator Kerauver. Well, the Metropolitan is one of the insurance 
companies that you place a great many securities with; you sell them 
a great many securities from time to time? 

Mr. Woops. That is correct. 

Senator Kerauver. Mr. Woods, what cory orations are you director 
of at the present time? 

Mr. Woops. First Boston Corp., Kaiser Steel Corp., Schenlev 
Industries. 

Senator Kerauver. Ringling Bros. and Barnum and Bailey? 

Mr. Woops. I would say that those three are the type of corporation 
you are addressing your question to, although I confess with pride 
that I am a director of the Ringling Bros. Barnum and Bailey 
Combined Shows, Ine. 

Senator Keravuver. Yes, sir. Well, I think that is.a very worthy 
corporation. 

Mr. Woops. I agree with you. 

Senator Kerauver. I commend you upon your work in Barnum and 
Bailey. 

Mr. Woops. Thank you, sir. 

Senator Kerauver. Then what other corporations are you director 
or an officer in ? 

Mr. Woops. If I may, I would like to check my record and bring it 
back to you. The principal business corporation that I am identified 
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with, of course, practically all of my time is with the First Boston 
Corp. 

I fi on the board of Kaiser Steel, a publicly held company, Schen- 
ley Industries, Inc., and I am on a few miscellaneous things that are 
not business corporations of any moment. 

Senator Kerauver. Koppers Corp., are you connected with 
Koppers? 

Mr. Woops. K-o-p-p-e-r-s? 

Senator Kerauver. Yes. 

Mr. Woops. No, sir, lam nota director. We have handled financing 
for Koppers. I am not a director of very many corporations. 

Senator Kirauver. Are you on the board of any insurance cor- 
porations? | 

Mr. Woops. No, sir. 

Senator Kerauver. Where did Mr. Wenzell come along in these 
various organizations ? 

Mr. Woops. Mr. Wenzell grew up as I did, in Harris, Forbes & 
Co. He was with Harris, Forbes & Co., and then Chase, Harris, 
Forbes Corp., then came over with us in the First Boston Corp. 

Senator Kerauver. And so he has been associated with you through 
the company for a long, long time? 

Mr. Woops. Oh, I would say since 1919 or 1920. 

Mr. WENZELL. 1922. 

Mr. Woops. 1922. 

Senator Kerauver. He was with the old Harris, Forbes Co. ? 

Mr. Woops. He came with the old Harris, Forbes Co. in 1922. 

Senator Krerauver. And he is your senior expert on matters of 
public utility financing; is that correct ? 

Mr. Woops. Well, he was senior expert in corporate things. 

Senator Kreravver. I am talking about prior to the time he resigned 
tocome to the World Bank. 

Mr. Woops. That is correct. 

Senator Kerauver. And you consider him aman of imminent ability 
in that field ? 

Mr. Woops. In the field of corporate finance. 

Senator Keravuver. Particularly in the utility corporate finance 
field 2 

Mr. Woops. Yes, I do. 

Senator Kerauver. Now, in the particular bailiwick or assignment 
as an expert in utility corporate finance, what part of the business 
does he usually handle or did he when he was with your company ? 

Mr. Woops. He usually handled the investigations that were con- 
ducted either by himself personally or by specially retained engineers 
and experts who functioned under his direction, which investigations 
were always preliminary to our deciding whether or not we wanted 
to be identified with the company in the financing of a given company 
that was in question. He was a factfinder. . 

Senator Kerauver. And he would work out the plan of financing 
of capital and bond and interest rate? 

Mr. Woops. He did some of that, Senator. He did some of that. 
His particular forte was values and soundness of business. Yes; he 
worked up programs for financing which we would all talk about in 
the office. He did some of that. 
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Senator Knravver. Mr. Woods, you and your fellow officers of this 
company have enabled it to grow up to be the largest investment bank- 
ing organization in the country in the utilities securities field ; isn’t 
that correct ? 

Mr. Woops. I don’t believe it is. 

Senator Kerauver. The record we have here shows that you issue 
more or sell more utility securities, or did in May 1954, than any other 
investment banking institution in the United States. 

Mr. Woops. It is interesting. I am glad to hear it, but I am sur- 

yrised. Most utility securities nowadays are sold today, as you doubt- 
oan know, through the procedure of sealed competitive bidding. 

Right offhand, I w on have said that one of our pet competitors, 
namely, Halsey, Stuart & Co., did more in utility security financing 
than wedid. Maybe in 1954 we nosed them out, and if we did, I think 
it is fine. When you say the largest, I would doubt it, Senator. I go 
along with the idea that we are 1 of the 3 or 4 large investment secur ity 
firms in the country. I would go along with that with no hesitation. 

Senator Krravver. You think between Halsey, Stuart, and you, 
there is pretty keen competition as to which issues more securities in 
the utility field ? 

Mr. Woops. In the utility field; yes. 

Senator Krrauver. Mr. Woods, where did you inherit Sullivan 
& Cromwell? 

Mr. Woops. Well, they were on the scene when I arrived, Senator. 

Senator Kerauver. You mean way back in 1918? 

Mr. Woops. Way back in 1918. Mr. Jaretzki, Sr., and Mr. Royall 
and Mr. Dean, were busy on the scene, and there they were. 

Senator Kreravuver. And they represented Chase National also at 
that time ? 

Mr. Woops. No. T don’t believe they ever represented Chase Na- 
tional Bank. 

Senator Keravuver. Or Chase Securities? 

Mr. Woops. I don’t believe they ever represented Chase Securities. 
They always represented Harris, Forbes & Co., and Chase, Harris, 
Forbes Corp. And those of us that were engaged in the creation and 
setting up, underwriting of origination of securities in Harris, Forbes 
and Chase, Harris, Forbes alw: ays felt more comfortable if we had 
Sullivan and Cromwell with us. 

But I would not say they did work for the Chase Bank or the Chase 
Securities, but Mr. Dean can speak for himself on that. 

Senator Krracver. Then, of course, the First Boston in Boston had 
their attorneys. Who were their attorneys? 

Mr. Woops. The First Boston Corp. ? 

Senator Krerauver. No. I mean when the First of Boston divested 
its securities business and came with First Boston, they had their 
attorneys. 

Mr. Woops. Yes; they did, and I am sorry I can’t remember the 
name of that firm. 

Senator Keravver. And then the Mellons had Reed, Smith, Shaw, 
& McClay? 

Mr. Woops. Reed and Smith, Shaw & McClay. They used that firm 
quite a lot ; yes. 
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Senator Krrauver. Why didn’t they get to be the general counsel 
to the First of Boston, or do they still do some work for you out in 
Pittsburgh ? 

Mr. Woops. Oh, yes. If there is a matter, Senator, that is pecu- 
harly a Pittsburgh matter, we use Pittsburgh counsel, and I might say 
we don’t limit the use of Pittsburgh counsel to the Reed, Smith firm. 
There are several other good firms in Pittsburgh, and we use 1 or 2 
other firms. Matters that originate in Boston we quite often use Bos- 
ton counsel. We have the policy of 

Senator Keravuver. Is that the Herrick firm in Boston ? 

Mr. Woops. Yes; the Herrick firm is counsel for us. Bingham, 
Dana & Gould is one, the Herrick firm is another; Joe Halsey and 
Stuart is another. 

Senator Krerauver. But your principal firm in Boston is the Her- 
rick firm, isn’t it ? 

Mr. Woops. I wouldn’t say so. 

Senator Kerauver. I mean, don’t you retain these firms, pay them 
retainers ? 

Mr. Woops. Not if we can avoid it. We do retain as a general mat- 
ter the Bingham, Dana firm. Our own corporate counsel in Massa- 
chusetts is Bingham, Dana & Gould, and we pay them a retainer. 

Senator Kerauver. And you pay the Reed, Smith firm out in Pitts- 
burgh 

Mr. Woops. We don’t pay them a retainer. 

Senator Kerauver. They just do work for you whenever 

Mr. Woops. We give them special assignments and they do work 
as we assign it. The Johnson, Kirkpatrick firm out there we use. We 
don’t pay them a retainer. 

Senator Kerauver. The Reed, Smith firm was the old firm for Mel- 
lon. They represent the—— 

Mr. Woops. They represent the Mellon Bank. I don’t know whether 
they are counsel for the Aluminum Co. or not. 

Mr. Dean. Scott, Buchanan & Ingersoll are counsel for the 
Aluminum Co. 

Mr. Woops. I think that is right, Senator. It is not Reed, Smith 
for sure. 

Senator Krrauver. Mr. Demmler is with the Reed firm, is he not? 

Mr. Woops. He was. I guess he has gone back there. 

Senator Krerauver. He was when he came here to be a member of 
the Securities and Exchange Commission. 

Mr. Woops. That is right. 

Senator Kerauver. Then he retired in April and went back with 
the firm at that time? 

Mr. Woops. Has he gone back? 

Senator Keravuver. Isn’t that correct? 

Mr. Woops. I don’t know whether he has gone back. I am sure he 
will. Ihope he will. He is a good lawyer. 

Senator Krerauver. He went back and has taken a trip to Europe 
or something. 

Mr. Woops. Good. 

Senator Keravuver. You say he is a good lawyer. How do you 
know ? 

Mr. Woops. We have used him. 
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Senator Kerauver. You have? In what kind of cases, Mr. Woods? 

Mr. Woops. Original issues of securities. 

Senator Krerauver. You mean out in the Pittsburgh area? 

Mr. Woops. Companies that were in that area. 

Senator Kerauver. What kind of work did he do for you? 

Mr. Woops. Counsel for the underwriters ? 

Senator Keravuver. And that is First Boston? 

Mr. Woops. Correct. 

Senator Krravver. How many times has he handled cases for 
you? 

Mr. Woops. Infrequently, but perhaps 2 or 3 or 4 times over a space 
of 10 years. 

Senator Kerauver. Has that been in recent years ? 

Mr. Woops. Well, it would be after 1946 and it would be before 
he came down here with the SEC. After 1946 and before 1952. 

Senator Kerauver. Did he do his work well ? 

Mr. Woops. I thought extremely well. 

Senator Kerauver. You probably will use him when. you have 
another occasion to do so, won’t you ¢ 

Mr. Woops. Well, could be, although you see, as you know, it is a 
little delicate about picking people. You call up a law office and 
somebody is assigned. 

Senator Krerauver. But he is usually the one in that law office in 
other years which has handled your business? 

Mr. Woops. No; there are a couple of others. 

Senator Krerauver. That is while he has been there. Of course, 
he did not while he was down here. 

Mr. Woops. That is correct. But there was another chap—all 
right, he handled some of it, Senator, but he did not hail it 
exc lusively. 


Senator Krrauver. When you take something to a big firm like 


Reed & Smith, don’t you suggest whom you want to handle your 
business ? 

Mr. Woops. Sometimes we do, sometimes we don’t. We think it is 
a little delicate. 

Senator Keravuver. Well, did you in these cases? 

Mr. Woops. I don’t remember that we did; no. In these cases, 
Senator, invariably they were cases where the Mellon Securities 
Corp. had previously enjoyed a position as an underwriter for a given 
issuer, and the Reed, Smith office had previously acted as counsel for 
the Mellon Securities as underwriter, and if we picked up and did 
the financing under the new merged name, First Boston Corp., it 
just made plain commonsense to use the same law firm, and in that 
aw firm I dare say it made plain commonsense to use the same 
individual. 

Senator Kerauver. Yes, that’s right. They represented the old 
Mellon Co., and you took over their ‘business and some of their per- 
sonnel, and they became officers and directors in your company. 

Mr. Woops. That is correct. 

Senator Krrauver. So it made sense just to carry on the old law 
firm ? 

Mr. Woops. That’s correct. 

Senator Krrauver. And use the same people. 
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Mr. Woops. And in the law firm, whoever handled it before, con- 
tinued to handle it. In some cases it was Mr. Demmler, and in some 
cases it was Mr. This and Mr. That. 

Senator Keravuver. You have got Mr. Dean and Mr. Dooling here, 
outstanding lawyers. Do they handle most of your business with 
Sullivan & Cromwell ? 

Mr. Woops. Yes; I think probably Sullivan & Cromwell advise us 
with respect to the great preponderance of the business we do, and they 
are counsel for the underwriting groups in the great preponderance 
of the cases where we are the managing underwriters, always except- 
ing, Senator, those public-utility issues which are subject to sealed 
competitive bidding where the counsel for the underwriter is agreed 
upon in some fashion that has never been very clear to me, but the 
successful bidder doesn’t have the right to name his own counsel. 

Senator Keravuver. But usually you do have the right to name your 
own counsel ? 

Mr. Woops. In a negotiated affair where we are running our own 
business, we always can name our own counsel. Al other things being 
equal, we have named Sullivan & Cromwell. 

Senator Keravuver. You use Sullivan & Cromwell, but who handles 
most of your business with Sullivan & Cromwell? Who are some of 
the lawyers that you use besides Mr. Dean ? 

Mr. Woops. Foshay 

Senator Krerauver. You don’t mean Malcolm Fooshee? 

Mr. Woops. No. 

Senator Keravver. He is with Donovan—— 

Mr. Dean. Foshay, William Ward Foshay. 

Mr. Woops. Bill Foshay. He is with Sullivan & Cromwell. John 
Raben, Henkel. Iam very poor in names, Senator. 

Senator Krravver. How about Mr. Robert Me] Jowell, do you know 
him ? 

Mr. Woops. Oh,no. You mean the chap that is now with the SEC. 
As far as I know, I never knew him in Sulli yan & Cromwell. I don’t 
remember. 

Senator Kerauver. He was a partner 

Mr. Woops. Some of our fellows may have used him. 

Mr. Dean. He was never a partner, Senator. 

Senator Kerauver. He worked in the office; did he not ? 

Mr. Dean. Oh, yes, sir. 

Senator Krravuver. How long, Mr. Dean? 

Mr. Dean. Well, he came to us after the war. He had been in the 
Navy. I think he came to us about 1945 or 1946. He came out of the 
Navy. 

Senator Krrauver. And what sort of situation is he in now? Did 
he sever his connection with you to come down as head of the corporate 
division of the SEC ? 

Mr. Dean. Completely. 

Senator Krrauver. Completely? Not ona leave of absence? 

Mr. Dean. No,sir. He resigned. 

Senator Kerauver. He resigned completely ? 

Mr. Dean. Yes, sir. 

Senator Kreravver. Is he an expert in corporate financing and bond 
issuance ¢ 
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Mr. Dean. He had worked with me a great deal on proxy state- 
ments and on recapitalization and in the drawing of indentures and 
preferred stock issues, and he was a very good legal draftsman, excep- 
tionally able and very bright, very hard worker. I think he had 
concentrated more on the corporate field than he had—he had worked 
on some issues but that was not his primary function. 

Senator Keravuver. Did you recommend him down here to the 
Securities and Exchange Commission, Mr. Dean? How did he get 
his job, his position ? 

Mr. Dean. As I recall it, they were looking for someone, and he 
heard about it and came down and talked with them, and then they 

called me and asked me if I wouid recommend 

Senator Kerauver. Who is that that called and asked ? 

Mr. Dean. I believe that Mr. Demmler called me, and I think, 


although I am not sure about this, I think that Mr. Rowan may have 
talked to me about it. 


Senator Kerauver. Mr. who? 

Mr. Dean. Mr. Paul Rowan. He was then one of the Commis- 
sioners at the SEC. They were looking for a person with experience 
in this field. 

Senator Kerauver. Well, what happened? Did you recommend 
him? 

Mr. Dean. Well, I recommended him as being a fellow with great 
skill in the particular field in which they wanted him. 

said he was a lawyer of exemplary character and he had great 
ability, and if they wanted to hire him, I didn’t think they could 
get a better man. But I want to make it clear that I didn’t initiate it. 

Senator Keravuver. Wouldn’t he make more there with you than he 
would down here as head of the Corporate Division or Director of 
the Division of Corporate Regulation, is that it? That is what he is, 
isn’t he? 

Mr. Keerre. Do you know the correct name, Mr. Dean ? 

Mr. Dean. I can’t give it to you. I think it is Director of Corporate 
Regulations. 

Senator Keravver. Anyway, he is the man who works up the 
files for the presentation to the Commissioners or to the examiner in 
connection with the facts on corporation applications, isn’t that 
what he is? 

Mr. Dean. It would depend on which act is involved, Senator. 

They have the Securities and Exchange Commission highly depart- 
mentalized as to whether it comes under the Securities Act of 1933, 
the Securities and Exchange Act of 1934, or the Public Utility Act 
of 1935, or Trust Indenture Act of 1939, or the Investment C ompany 
Act or the Investment Advisory 

Senator Kerauver. I am talking about cases like Dixon and Yates, 
whatever they work up in a case like that, he is the man that puts the 
facts together. 

Mr. Dean. I don’t know. They have different people that they 
assign to these things. 

Senator Kerauver. He is the head of the Division. I mean 
under his supervision ? 

Mr. Dran. Yes, sir. There is also the head of a 1935 division. I 
may be wrong on this, but it was my impression that he is the head of 
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what is called the Drafting of the Rules Division, but he is not the 
actual head of the 1935 division. Now I may be wrong on that. 

Senator Keravuver. Well, there are a lot of preliminary conferences, 
I suppose, and preliminary examination of the applications, their suf- 
ficiency, the plan and all of that is gone over by Mr. McDowell, the 
division under his supervision for the matters heard by the examiner 
or by the Commission, if the Commission should sit en banc like it did 
in the equity financing here. 

Mr. Dean. If it fell within his particular field of division, I think 
that iscorrect. They assign different people to different matters there. 

Senator Kerauver. I know, but he is the one who does the assign- 
ing. 

Mr. Dean. No, sir. 

Senator Keravver. He is head of the division. 

Mr. Dean. Yes, but there are several divisions within the SEC. 

Senator Krravuver. He is the Director of the Division of Corporate 
Regulation of the Securities and Exchange Commission ? 

Mr. Dean. Whatever falls within the proper purview of his Divi- 
sion, he is the Director of that Division. I should think he would be 
in charge of it. 

Senator Kerauver. What salary position is that, do you know? 

Mr. Dean. I don’t know. 

Senator Keravuver. What is the full name of this Herrick firm 
up in Boston, Mr. Woods ? 

Mr. Woops. May we furnish that ? 

Senator Kerauver. Well, we will get a Martindale Directory. 

Mr. Dean. Herrick, Smith, Donaldson, and Farley, but there may 
be another name on the end. 

Mr. Woops. Two or three more names. 

Senator Keravuver. Mr. Cutler was a partner in that firm from 1920 
to 1940, was he not? 

Mr. Woops. I wouldn’t know. If he was, I would be surprised. 

Senator Kerauver. You know he is a lawyer, isn’t he? 

Mr. Woops. I have always thought of him as a banker. 

Senator Keravuver. He 1s a lawyer and banker, is he not? 

Mr. Woops. If he is a lawyer as well as a banker, then he is, yes. 
I never knew him as a lawyer. 

Senator Kerauver. You never knew him as a lawyer? 

Mr. Woops. Correct. 

Senator Kerauver. All right, sir. 

Senator Lancer. Mr. Chairman. 

Senator Kerauver. Yes, Senator Langer. 

Senator Lancer. While you gentlemen were hiring all of these good 
lawyers, did you ever hire John Foster Dulles? 

Mr. Woops. Mr. Dulles was the senior partner of Sullivan & 
Cremwell. 

Senator Lancer. He was your partner, Mr. Dean? 

Mr. Dean. Yes, he was. Iam very proud of him. 

Mr. Woops. I wouldn’t go so far as to say we hired Mr. Dulles, but 
we retained his firm. 

Senator Lancer. Did you ever hire Tom Dewey? 

Mr. Woops. Never. 

Senator Lancer. Did you ever hire Herb Brownell ? 
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Mr. Woops. I don’t believe the First Boston—what was Brownell’s 
firm? No, sir. 

Mr. Dean. Lord, Day & Lord. 

Mr. Woops. No, sir, with one exception, if I may, Senator, to be 
accurate. It would be that Lord, Day & Lord were designated in some 
fashion or other as counsel for the underwriters who were the success- 
ful bidders on a utility issue. ; 

If we happened to be the successful bidder, we might have in- 
herited Lord, Day & Lord as counsel, but we never consciously re- 
tained them for an issue where we were free to act for ourselves. 

Senator Lancer. Mr. Chairman, in Arkansas Light & Power Co. I 
remember they had 23 lawyers on their payroll in Arkansas, but when 
they had a lawsuit, they hired Green & Green. I wonder if we might 
ask these gentlemen to give us a list of all the lawyers they have. If 
one firm had 25 of them down in Arkansas 

Senator Kerauver. I would be glad to ask them. 

Senator Lancer. Maybe they could furnish us with a list. 

Senator Kerauver. I don’t know if they have the record. Do you 
maintain a list of lawyers? I mean, lawyers that you use in different 
parts of the country ? ’ 

Mr. Woops. Senator, insofar as First Boston Corp. is concerned, 
as a corporate entity I could very easily give you the names of the 
two or three, not more, law firms that have acted for the First 
Boston Corp. on any matter, as a corporation during, we will say, 1954, 
or down to date in 1955. Our business, implicit in our business, is 
our function in acting as manager of underwriting syndicates. Each 
syndicate is a separate undertaking, a separate business undertaking, 
and goodness knows—I don’t—in the space of a year how many syn- 
dicates we might be part of. 

Sometimes we manage them, sometimes others would manage them 
and each syndicate would have its own counsel. 

Now, if we happened in the ordinary course of our business, and I 
am sure we do—in, for instance, 1954—to participate in, say, 2 syn- 
dicates a month underwritten by others than our own firm, that would 
be 24 syndicates in a year, and the chances are that each one of those 
syndicates would have a different law firm. But I don’t consider them 
maintained by First Boston. 

Senator Kerauver. We are interested in the lawyers that you 
employ, sir. 

Mr. Woops. For our own business ? 

Senator Lancer. You have a branch out in San Francisco, Calif. 
Who are your lawyers in California ? 

Mr. Woops. We haven’t any lawyers in California. We talk to 
Sullivan & Cromwell, and if it is a question of California law, they 
find out about it. Is that correct ? 

Mr. Dean. That is correct. 

Senator Lancer. Might I ask, Mr. Dean, whom you generally em- 
ploy in California? 

Mr. Dran. There is no such thing as “generally,” Senator Langer. 
It depends upon the corporation, who they generally use and the type 
of work, whether it is an admiralty matter or an oil matter or a ship- 
ping matter or what city it is in. 

Senator Krravuver. Mr. Woods, will you get us up a list of lawyers 
that you have used recently that you paid for? 
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Mr. Woops. First Boston? We will say what, 1953, 1954, and 1955, 
we as a firm have retained. 

Senator Kreravuver. Not only retained but that you have paid fees 
to do the work. 

Mr. Woops. All right. 

Senator Kerauver. Senator Langer. 

Senator Lancer. I would like to have the list of Calfornia lawyers, 

Senator Kerauver. Particularly with reference to California. 

Mr. Woops. I am morally certain we haven’t paid ourselves a law- 
yer in California. However, I understand, Senator, and we will see 
what the facts are. 

Senator Keravuver. Will you submit us the facts, Mr. Woods? 

Mr. Woops. I will. 

Senator Kerauver. Now the name of the firm in Boston is Herrick, 
Smith, Donald, Farley & Ketchum, 294 Washington Street, Boston. 
And in Pittsburgh it is Reed, Smith, Shaw & Clay, 747 Union Trust 
Building, Pittsburgh. That’s right; isn’t it? 

Mr. Woops. That’s right. 

Senator Keravuver. Senator Langer, do you want to ask any ques- 
tions at this point further about these law yers? 

Senator Lancer. I am interested if any other member of the Cabi- 
net besides the ones that have been mentioned either have been or are 
now interested in the First Boston Corp., either the stockholders 

Mr. Woops. You have lost me somewhere. I haven’t heard any 
member of the Cabinet mentioned here that is interested in the First 
Boston Corp 

Senator Lancer. Well, we had Mr. George Humphrey’s name. He 
is interested in one of those. 

Mr. Woops. Not in the First Boston Corp. 

Mr. Lancer. Up toa short time ago. 

Senator Keravver. Mr. Humphrey is an officer in the Pittsburgh 
Consolidated Coal Co. I think that is principally his company, and 
one of the directors, Mr. van Buskirk, Arthur van Buskirk—— 

Mr. Woops. van Buskirk. 

Senator Kerauver. Was an officer of the Mellon Securities Corp. 
Then he became an officer of the First Boston. 

Mr. Woops. I beg your pardon, Senator, he became a director of 
First Boston. He never has been and is not now an officer of First 
Boston Corp. 

Senator Keravver. In these security issues, who selects the trustee, 
Mr. Woods? 

Mr. Woops. Most usually the issuer. It is an area that we as under- 
writers try to keep out of because I found by experience that if we 
vet into it, we make one friend of ours in the trust business happy, 
and we make an untold number unhappy, so we try to have no vote 
on that. 

Senator Kreravver. You say most usually, but sometimes do you 
select the trustee ? ‘ 

Mr. Woops. Very, very rarely. I can’t think right now of where 
we selected a trustee for years, to put a date on it, since the war. 

Senator Krravver. The Chase Securities Corp.; what has been the 
connection of First Boston with the Chase National Bank since that 
time? 
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Mr. Woops. Well, we keep an account there. We try to buy and 
sell and do a securities business with the Chase National Bank both for 
their own account and for the account of their trustee, their trust 
department. : 

We try to maintain the same relationship with the Chase National 
Bank that we do with all other large banks not only in New York 
City, but throughout the country. ; 

We, Senator, in the First Boston Corp. are very large dealers in 
securities of the United States Government. We buy and sell more 
securities for the United States Government every day, many times 
nore than are traded in on the New York Stock Exchange. That 
being the case, we make every effort to do buying and selling of 
securities business at all banks, including the Chase National Bank. 

Senator Krrauver. When did you become associated with Mr. 
Rowland Hughes ? 

Mr. Woops. Never did. Who is Mr. Rowland Hughes? 

Senator Kerauver. Director of the Bureau of the Budget. 

Mr. Woops. I have never met Mr. Hughes. 

Senator Kerauver. You have never met Mr. Hughes? 

Mr. Woops. No, sir. 

Senator Keravuver. You didn’t know him as an officer of the Chase 
Bank / 

Mr. Woops. No, sir. My recollection is, on the things I have read, 
he was with the City Bank. I never knew him in the City Bank. 
1 never met him. 

Senator Krravver. You have never met Mr. Hughes? 

Mr. Woops. That is correct. 

Senator Kerauver. To complete the record, I think so there can’t be 
any misunderstanding about it, in Who’s Who in America for 1954 
and 1955, and Who's Who, I think everybody knows, prints what you 
yourself give to Who’s Who, or at least you correct it, Robert Cutler 
1s listed among other things as 1922-42 associate firm, Herrick, Smith, 
Donald & Farley. 

Then president, director, Old Colony Trust Co. since January 1946, 
and trustee member of board of investment, Boston Savings Bank. 
There are a whole lot of other commendable things about him. 

Mr. Woops. Senator, I confess that I didn’t know that he was a 
lawyer. I wonder if we could get the record straight and get out of 
that firms that I am a director of. That will save one job of work. 
May I answer that question now, Senator, firms that I am a director of ? 

Senator Krravuver. Yes, sir. 

Mr. Woops. Ringling Bros., Barnum & Bailey Combined Shows, 
Inc., Kaiser Steel, Schenley, this also listed American Waterworks, 
but I have since resigned from that. | 

Senator Kerauver. Is that all of them? 

Mr. Woops. That is all. 

Senator Krerauver. Mr. Woods, how long have you known Mr. 
Yates, of the Middle South Utility Holding Co.? 

Mr. Woops. Probably 25 years. 

Senator Keravuver. Has your firm had any business, done any busi- 
ness for him ? 

Mr. Woops. For the company, yes, we have. 


Senator Krravver. Can you tell us approximately how many 
occasions ? 
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Mr. Woops. No, sir. 

Senator Krravver. The number of occasions where they had some 
expansion or some business or some refinancing where they wanted 
stocks issued, securities issued ? 

Mr. Woops. That is correct. 

Senator Keravuver. What has been your personal relationship? Do 
you know him well? 

Mr. Woops. My personal relationship with Mr. Yates is pleasant. 
It is a business relationship. I wouldn’t say I knew him well in the 
full sense of that word. I don’t believe I have ever had dinner with 
Mr. Yates. It is not a social relationship. I know him well in a 
business way, shall we say ? 

Senator Lancer. Did you ever have lunch? 

Mr. Woops. Oh, I am sure I have had lunch with Gene Yates; yes, 
several times. 

Senator Kerauver. Have you discussed with Mr. Yates the Missis- 
sippi Valley Generating Co. and business in connection with it ? 

Mr. Woops. I did briefly on one, perhaps two, occasions. 

Senator Keravuver. Can you tell us what those two occasions were? 

Mr. Woops. He, according to my calendar, on May the 7th, 1954, he 
was present at a meeting at the office of First Boston Corp., as was 
Mr. Dixon, at which time we were discussing ways and means and 
plans and methods of approaching a group of insurance companies 
and a group of banks. 

Senator Kreravuver. Let’s get the record straight. I said Mr. Yates, 
president of Southern Co. I meant Southern Co. I think I may have 
said Middle South Utilities. We are talking about Mr. Yates now; 
is that correct ? 

Mr. Woops. That’s right. But I have never discussed the matter 
with Mr. Yates alone. 

Senator Kerauver. Well, whether alone, on May 7, 1954, Mr. Yates 
was there with Mr. Dixon and who else? 

Mr. Woops. Well, some of their associates and some of my 
associates. 

Senator Kerauver. Was Mr. Wenzell there? 

Mr. Woops. I think he was. 

Senator Kerauver. Was that in your office or in Mr. Yates’ office / 

Mr. Woops. It was in the office of the First Boston Corp. 

Senator Keravuver. And Mr. Yates was there, Mr. Dixon and some 
of their associates and some of your associates, including, you think, 
Mr. Wenzell? 

Mr. Woops. Correct. 

Senator Krerauver. Wasn’t some of the Ebasco people there also, 
Tony Seal? 

Mr. Woops. Seal wasn’t there. I don’t know; I don’t believe any 
Ebasco people were there, Senator. 

Senator Kerauver. You know Mr. Canaday; don’t you! 

Mr. Woops. I don’t believe I do. 

Senator Kerauver. Mr. Canaday of the Middle South Utility Co.? 

Mr. Woops. Don’t know him. 

Senator Kerauver. You don’t know him. What was the purpose 
in this May 7, 1954, meeting? Who was Mr. Wenzell representing 
when he was there, First Boston ? 
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Mr. Woops. I don’t think he was representing anybody. I think 
he was just sitting there as an observer. 

Senator Kerauver. Observer for whom, Mr. Woods? 

Mr. Woops. I don’t know. 

Senator KEraAuverR. You don’t know whether he was observing for 
First Boston or the Bureau of the Budget ? 

Mr. Woops. He for sure wasn’t observing for First Boston. I was 
doing that. 

Senator Kerauver. If he was there, he was for the Bureau of the 
Budget ? 

Mr. Woops. Well, I would doubt it. 

Senator Krerauver. He would have to be there for some purpose, 
Mr. Woods. 

Mr. Woops. I know. 

Senator Kerauver. He wouldn’t just be there for nothing. 

Mr. Woops. He may have been there for purposes of education. I 
can’t say who he was representing. 

Senator Kerauver. You wouldn’t let a great expert like him just 
be sitting around for no purpose, so I am trying to get what purpose 
he was there for. 

Mr. Woops. Everybody that had been thinking or working on this 
Dixon- Yates, more or less everybody, if you mention Canaday, I don’t 
know him. If he had been working on it, he wasn't there. Seal, I 
don’t know him. He wasn’t there. 

But the group that knew anything about the Mississippi Valley 
Generating Co. were gathered that day, my recollection is, to discuss, 
as I have said, the program for approaching insurance companies 
and banks to get underway about the financing. 

Mr. Keerre. Can you tell us who was there ¢ 

Mr. Woops. No; I can’t. 

Senator Krrauver. You are sure that Mr. Yates was there and 
Mr. Dixon was there and some of their group and Mr. Wenzell was 
there. 

Mr. Woops. Mr. Linsley was there. 

Senator Kerauver. Mr. Linsley was there? 

Mr. Woops. Mr. Miller was there. 

Senator Kerauver. You don’t know if anybody was there from 
E:basco or not? 

Mr. Woops. I would doubt it. 

Senator Kerauver. And who called the meeting? 

Mr. Woops. Well, I think probably Dixon and myself agreed that 
we would have a meeting. We said, “Let’s sit down and talk this over 
and see where we are going.” 

Senator Keravver. And that meeting was in your office ? 

Mr. Woops. Mr. Linsley’s. It was at First Boston. It wasn’t in 
my room. 

Senator Keravver. I mean First Boston office ? 

Mr. Woops. That is correct. 

Senator Kerauver. What was the subject matter of the discussion 
and what did you say? 

Mr. Woops. The subject matter of the discussion was programing 
the ways and means of approaching these insurance companies and 
banks presenting the facts with respect to the proposed Mississippi 
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Valley Generating Co., all with a view of seeing if it was going to be 
possible to raise the money. 

Senator Krrauver. Now had the proposition already been worked 
out at that time, that is the April 25 proposal had been presented and 
had been accepted by the Government at th at time ¢ 

Mr. Woops. I don’t remember, sir. 

Senator Kerauver. Anyway, it was a firmed-up proposition then, 
wasn’t it ? 

Mr. Woops. By “firmed-up proposition,” you mean had the Atomic 
Energy Commission accepted their proposal / 

Senator KEravver. pr 

Mr. Woops. Because I don’t know. 

Senator Krrauver. Well, anyway the program was well known so 
that you were in position then to approach the insurance companies, 
and this was for the purpose of seeing what you could do about 
approaching them ? 

Mr. Woops. The program was well enough known so that we knew 
what the order of the job with the insurance companies and the 
banks was. Yes, just that. We were talking about how to go about 
it, Ways and means. 

Senator Kerauver. What was First Boston’s interest in the matter 
at that time, Mr. Woods? 

Mr. Woops. I believe that we were discussing, with a prospect of 
trying, ways and means of approac hing prospective investors with a 
view of arranging the prospective financing. 

Senator Krratver. Was Dixon and Yates, was the Mississippi 
Generating Co. your client at that time ? 

Mr. Woops. My best recollection would be in the negative. 

Senator Krerauver. But you expected them to be your client ? 

Mr. Woops. That’s right. 

Senator Keravuver. You weren't doing this without any expectation 
in the matter? 

Mr. Woops. Well, we certainly weren't doing it without any hope, 
and perhaps expectation is a little stronger word, but we could use it. 

Senator Kreravuver. At that time did vou expect to make your usual 
fee, some fee out of the matter / 

Mr. Woops. I did not. 

Senator Krerauver. When did you decide not to make the fee in 
this, Mr. — 

Mr. Woops. I can’t tell you the date precisely, Senator. And the 
reason I can’t tell you the date is that I am unable to pin down 
precisely when I first heard about Mississippi Valley Generating Co. 

If I could, by searching my diary and records, determine when I 
first heard about Mississippi Valley Generating Co. and the capitali- 
zation and the job of work to be done, then I “would answer you by 
saying at or about that time I as an individual clearly jelled my 
thinking that the First Boston Corp. would take no fee in connection 
with the matter. 

Senator Krerauver. Why didn’t you tell Mr. Yates and Mr. Dixon 
about your desire to serve for nothing ? 

Mr. Woops. I think the point would be dead. 

Senator Krerauver. You told me Mr. Canaday testified in behalf 
cf Mid-South in May 1955 before the Public Service Commission of 
Arkansas, that the matter had not been decided ? 
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Mr. Woops. Who was that ? 

Senator Krrauver. The vice president of Mid-South. Mr. Dixon 
testified that the matter was still open before the Securities and Ex- 
change Commission. 

Mr. Woops. What date was that ¢ 

Senator Kerauver. In February 1955. 

Mr. Keerre. He testified before the Securities and Exchange Com- 
mission in June that the matter of the fee was still open in May of 1955. 

Senator Kreravver. And no letter or communication was ever sent 
to Mr. Dixon until May 7, 1955 ¢ 

Mr. Woops. Well, that is because he requested a letter at that point, 
Senator. 

Senator Krrauver. Excuse me, let me correct the record, May 6 
1955. 

Mr. Woops. That is because he requested a letter at that time. 

Senator Keravver. What was the compelling reason that you made 
up your own mind even though you may not have communicated it, 
that you were not going to ¢ har gea fee / 

Mr. Woops. Well, in my mind, Senator, I had voluntarily and under 
my own power approached Mr. Dodge and offered him our services for 
what they might be worth in executing the announced policy of the 
Government, and even though the weeks had turned into the months 
and months had turned into a year or more, I really didn’t think that 
that was proper for the First Boston Corp. to take a fee in connection 
with the direct placement of securities with banks and insurance com- 
panies that grew out, and grew out in a rather straight line over a 
period of time, of the discussions that I initiated with Dodge in the first 
Instance on a basis of trying todoa service. I didn’t feel right about it. 

Senator Keravuver. Your feeling was that since you initiated the 
program with Mr. Dodge and this had resulted from it, that you 
didn’t quite feel right about the idea of a fee ? 

Mr. Woops. W ell, we are talking about a rather delicate matter, 
and I have to play with words, but I didn’t say that I had initiated a 
program with Mr. Dodge. I said I had initiated some discussions 
with Mr. Dodge. I don’t know what you mean by a “program.” 

Senator Krrauver. Well, let’s leave it at that, discussion. Very 
well, now at this meeting of May 7, 1954, what was decided upon and 
what was done / 

Mr. Woops. Well, it was decided—I might say that it was at that 
ineeting, May 7, 1954, I think that is quite well established now, I 
think I can say it with no qualification, that I heard for the first time 
that the firm of Lehman Bros. were to be associated with the First 
Boston Corp. in this prospective effort to sell the proposed securities 
of the proposed Mississippi Valley Generating Co. 

One thing that Mr. Dixon wanted decided was whether that would 
be satisfactory to us. I told him that I want to think about that over 
the weekend, which I did. 

Another thing that was decided was that regardless of whether this 
was a First Boston effort or a Lehman effort or a joint effort of the 
two firms, some real serious thinking and work should be done on the 
preparation of an appropriate memorandum setting forth the facts 
with regard to the proposed company. 

65950—56—pt. 132 
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Another thing that was decided, if my memory serves me, was that 
we in the First Boston should assign a definite team to get after this 
job. ‘ 

My recollection, I made no memorandum of the meeting, but my 
recollection of the meeting is that those are the points that were under 
discussion, the salient points under discussion. 

Senator Keravuver. Well, that you were going to form a team of 
First Boston to get out and place the securities and get the money 
closed up, finished, sell the securities. 

Mr. Woops. If we elected to go along with Lehman Bros., yes. 

Senator Kerauver. Well, and you did elect to go along. You did 
get up a team with Mr. Miller and others. 

Mr. Woops. Correct, Linsley and Miller. 

Senator Keravuver. It is nothing unusual for you to be associated 
with Lehman Bros. ? 

Mr. Woops. Not at all. 

Senator Kerauver. You work closely together. In many cases 
they call you in frequently, you call them in frequently; isn’t that 
correct ? 

Mr. Woops. Yes; but not in matters of this sort. 

en Keravuver. They are pretty big stockholders in your com- 
any ¢ 
Mr. Woops. I doubt that, but the stockholders list will show it. 
1 would be terribly surprised if they were big, and I am practically 
certain they don’t own any. 

Senator Kerauver. They weren’t expecting to get into this thing 
for nothing, were they, Lehman Bros. ? 

Mr. Woops. I didn’t discuss that with them. 

Senator Kreravuver. You wouldnt’ think so? 

Mr. Woops. Now you are asking me what I think the Lehman 
firm is thinking, and I just don’t know, sir. 

Senator Kerauver. You wouldn’t want to have somebody else come 
in and do a lot of work, particularly when they had been suggested 
by Mr. Yates, just for the love of it, would you? 

Mr. Woops. I think they have been suggested by Mr. Dixon. 

Senator Keravuver. Mr. Dixon. Well, under those circumstances 
wouldn’t it be expected that they would receive a fee? 

Mr. Woops. Under the circumstances wouldn’t they have expected 
that they would receive a fee? 

Senator Keravuver. Wouldn’t it have naturally been expected ? 

Mr. Woops. I think, yes, they would have expected that they were 
going to receive a fee. 

Senator Keravuver. Mr. Woods, let me return. Can you give any 
possible explanation why this was in your mind at that time? You 
have had numerous conferences with Mr. Dixon and Mr. Yates 

Mr. Woops. I had 1 or 2 conferences. 





Senator Keravuver. Well, 1 or 2. And your people were working 
together with him, whether you or whether Mr. Miller or whether 
Mr. Wenzell or whether Mr. Linsley, how Mr. Dixon would feel when 
he testified a year later that the matter was still up in the air and 
it was still open as to when they were going to pay you with a fee? 

Why wouldn’t you in your effort to create goodwill want to tell 
them right away ? 
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Mr. Woops. Senator, first, I wasn’t engaged in an effort to create 
goodwill with Mr. Dixon ; second, I don’t know why he testified in 
1955 it was up in the air, because I had been told by my own people that 
Dixon was told some time in 1954 that as far as we were concerned, 
it is settled. 

Now he, of course, is a perfectly truthful fellow and he may not 
have accepted our view, and as far as he is concerned, it might have 
been up in the air, but it wasn’t up in the air as far as I was concerned. 
It was settled. 

Senator Krerauver. Mr. Woods, companies like yours take a great 
deal of pride in the business they handle, do they not ? 

Mr. Woops. We do. 

Senator Kerauver. And it is a feather in your cap or a compliment 
to you to successfully handle a big business operation of placing of 
securities in a big issue of this kind, isn’t it? 

Mr. Woops. It is. It suggests to others that they might come in 
and talk to us. 

Senator Kerauver. It is good advertising for you? 

Mr. Woops. It certainly is. 

Senator Keravver. And that is part of what you have got to main- 
tain if you expect to stay in business—a name for being able to get 


things done and completing a job successfully for customers; isn’t 
that true ¢ 


Mr. Woops. That is correct. 

Senator Keravcver. And you felt that this would be of assistance 
to you in maintaining your position, if you could do this successfully, 
didn’t you? 

Mr. Woops. I felt that if this was properly set up and we were suc- 
cessful in selling to good people, that we would be happy and proud 
to be identified with it, and if it had been consummated, we had ex- 
pected to advertise our association with the placement of these secu- 
rities, so 1 would answer you in the affirmative. 

Senator Kerauver. How would you advertise it, for instance? 

Mr. Woops. How ? 

Senator Krracver. Yes; I mean in the trade journals, word of 
mouth ¢ 

Mr. Woops. Oh, no; not by word of mouth particularly, although 
goodness knows in the financial districts there is plenty of word ‘of 
mouth. 

No; on the financial pages of the leading newspapers in Boston, 
New York, and Chicago, and in a case of this sort, peculiarly of in- 
terest in Arkansas and Tennessee, we would have advertined it quite 
generally in papers of Arkansas and Tennessee. 

Senator Krrauver. Other people or other companies having busi- 
nesses requiring the issuance and selling of securities, naturally you 


would expect to attract them. It would be advertising to them, 
wouldn't it? 


Mr. Woops. Yes. 

Senator Kerauver. And Mr. Woods, handling successfully a mat- 
ter like Dixon- Yates, OVEC, which was very important and which 
were widely advertised and a little bit novel in that it was power 
either for the Atomic Energy Commission, TVA, the city of Mem- 
yhis—— 

Mr. Woops. Shall we say directly or indirectly ? 
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Senator Krerauver. Directly or indirectly. The fact that you han- 
dled two of those would place you in a position to be a strong com- 
petitor for the handling of other securities in the event other power 
projects of that kind, of that similar kind, should come along; isn’t 
that correct ? 

Mr. Woops. And were available for sale through the negotiated pro- 
cedure rather than the competitive-bid procedure. 

Senator Keravuver. In other words, if out in the Pacific Northwest 
or somewhere, if they should decide to turn their public power into 
private power or form some of kind of organization, corporation which 
would issue securities for the public to buy, you would be in a strong 
position to make a bid for them, wouldn’t you ? 

Mr. Woops. I don’t think we would be in any stronger position to 
make a bid by reason of having handled the financing of the Missis- 
sippi Valley Generating Co. 

But I thoroughly agree with you, Senator, that in our business, being 
associated with a successful security placement it is the best kind of 
advertising for us. 

Now as far as the Northwest is concerned, of course, in the State of 
Washington they have well-recognized laws with respect to public- 
utility districts, and, as a matter of fact, we have some of our people 
up there right now seeing if we can’t negotiate for the purchase of some 
of the securities of the public-utilities districts. 

And I answer you affirmatively, yes, if we could have worked out the 
Mississippi Valley Generating Co. financing, we would have been 
happy and proud, and I would have hoped, and I still hope, because so 
far as we are concerned we did work it out, I still hope the fact that we 
worked it out, even though it is not going to be consummated, may in 
the continuing future be of assistance to us in doing business with 
investor-owned utilities, with public-utility districts, with authorities 
of one sort or another, political subdivisions that want to do their 
financing through security dealers of this country operating with 
banks and insurance companies. I hope this will help us. 

Senator Kerauver. That is a very plain, fair statement. 

Mr. Woops. That is our business and we want to get as much of it as 
we can. 

Senator Lancer. You want to get the advertising out of it? 

Mr. Woops. Yes, sir. 

Senator Lancer. This committee will help you with it. 

Mr. Woops. Well, I can do without the advertising help we get from 
this committee. 

Senator Kerauver. Let’s just get this matter clear. In other words, 
if in the Pacific Northwest or anywhere 

Mr. Woops. In Memphis, Senator, let’s be clear about that. We 
would be happy to handle the securities of the city of Memphis, if they 
are well set up. 

Senator Krravuver. In other words, if some other method of han- 
dling the finances for these publicly owned utility regions should 
evolve where their securities would be offered to the public, either by 
Government corporation or by a profit. company, you would feel that 
the standing and the advertising secured by having handled Dixon and 
Yates and OVEC would be beneficial to you in securing that kind of 
business ? 

Mr. Woops. I will say it should be helpful to us; yes, sir. 
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Senator Kerauver. We will have about a 5-minute recess. 

(Short recess. ) 

Senator Kerauver. Mr. Woods, just before we recessed you said that 
if the city of Memphis, in the issuance of its bonds to build its steam 

slant—that you would be glad to handle them up there at First 
oston ? 

Mr. Woops. Yes, sir. 

Senator Kerauver. I know the people of Memphis would be inter- 
ested to know whether you would Sania them free or not. 

Mr. Woops. Well, Senator, it is a kind of a theoretical question, 
because the mayor, if I understand it correctly—we have had people 
down from Memphis for the First Boston earlier this year, because 
we are quite aggressive, I like to think, in the securities business, and 
we try to follow what might be done in the securities business. 

But if I understand it. correctly, the mayor of Memphis has said 
since this matter has become of serious moment with him, that he 
intends to sell whatever securities may be created to raise the funds 
for the steam generating station through the competitive-bidding 
procedure. 

And in our firm we are associated with another firm for the pur- 
pose of considering any such financing, and I will undertake, we al- 
ready have, that if it isa good security, we will put a bid in, 

Now if we happen to buy those bonds, Senator, then they are our 
bonds, whereupon we put a price which is designed to do two things— 
one, to sell them and the cae to leave a small profit for the under- 
writer. If we are successful on the bidding thing, we will buy them 
and we will sell them at the small profit. 

If we are partially successful, we will buy them, we will be success- 
ful in buying them, but we will be unsuccessful in selling them at the 
small profit, and we mi: ay, involuntarily to be sure, per form a service 
to the city of Memphis not only at no profit but at a loss. I hope it 
doesn’t happen. 

Senator Krravver. You hope it doesn’t happen ? 

Mr. Woops. Yes, sir. 

Senator Krerauver. Because you are in to make a profit? 

Mr. Woops. Yes, sir. 

Senator Krerauver. And you take that chance on any bonds you buy ? 

Mr. Woops. Yes, sir. 

Senator Kerauver. Unless you can sell them at a little more than 
you pay for them, you are going to lose? 

Mr. Woops. That’s correct. 

Senator Kreravver. And sometimes you sell them for less than 
you pay for them? 

Mr. Woops. That is true, unfortunately. 

Senator Keravver. But not very often, sir? 

Mr. Woops. Well, of course, Senator, if the chairman of the First 
Boston Corp. engaged in that pastime too often, why, the stockholders 
would be heard from. 

Senator Krerauver. He wouldn’t be chairman very long. 

Mr. Woops. I am afraid you are right. 

Senator Krerauver. Well, in looking over the records here, you have 
received a smal Iprofit, whether you ‘have done it on a competitive 
bidding or whether they were placed with you for sale, in every case 
T have been able to find. 
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We have here, for instance, your 1954 report. There are many 
issues you placed. You received a very ‘cnet percentage, a fourth, 
three- eighth, or a half in underwriting fees. Is that the same as a 
dealer’s concession ¢ 

Mr. Woops. No, the dealer’s concession is customarily a segment of 
the aggregate underwri iting fee. 

Senator Keravver. It is “part of the underwriting? 

Mr. Woops. That is correct. 

Senator Keravuver. And in some places here you got 90 cents a bond. 
So if these bonds in Memphis were placed on the market competitively 
and you buy them, of course you would naturally try to sell them for 
a small per centage of profit to you? 

Mr. Woops. That is correct. 

Senator Kerauver. And I suppose the same would be, if my city, 
Chattanooga, decided to build a steam plant, you would be willing to 
come down and sell the bonds? 

Mr. Woops. Oh, most certainly. As a matter of fact, don’t hold 
me to this, but I think we have been the successful bidder on 2 or 3 
C hattanooga bond issues that are based on a distribution in Chatta- 
nooga. It strikes me right after Wendell Willkie made the trade, 
I know we bid on the C hattanooga i issue, and I think we bought it. 

Senator Kreravuver. I think you did, too. 

Mr. Woops. Yes. The short answer to you is in the aflirmative, 
always subject, Senator, to the figures being right, don’t you know. 

Senator Krravuver. Well, you would be glad to handle the bonds for 
any of the cities or districts in the Central or Pacific Northwest or 
wherever they wanted to issue bonds for the open market ¢ 

Mr. Woops. Most happily, and we think we are well qualified to 
do it. 

Senator Kerauver. And handling deals like this is good advertis- 
ing in that region ? 

Mr. Woops. Like this we are getting out of Mississippi Valley Gen- 
erating Co? 

Senator Krerauver. Yes. 

Mr. Woops. That is correct. 

Senator Kerauver. Well, that is fairenough. But sometimes bonds 
are placed with you as they were in this Dixon-Yates proposition, 
where you don’t compete for them, where because of their confidence 
in your work, perhaps you worked the matter up in the beginning or 
helped work it up in the beginning, where you got a fee rather than 
on the basis of competition ; isn’t that right ? ? 

Mr. Woops. That is right. There are sets of facts in this matter of 
financing new projects whic h make the competitive bidding procedure 
extremely difficult, even impractical. 

This Mississippi Valley Generating Co. situation perhaps was one 
of those, where you are going to sell ‘directly to the ultimate investor 
and where it is contemplated 1 that there be a period of perhaps a year, 
2, even as much as 214 years when the borrower has the right to take 
the money down as it needs it, thereby saving the interest charges. 

That type of situation rather lends itself to what we call in the trade 
a negotiated procedure rather than a sealed competitive bid procedure. 

Senator Krerauver. Well, if Memphis wants to go into this on a 
negotiated procedure where they can take the money down gradually 
similar to the Dixon-Yates procedure, you would be happy ‘to handle 
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it on that basis, wouldn't you, or for Chattanooga or anywhere else for 
that matter ? 

Mr. Woops. Yes. Without taking the time of this committee, I 
might say that there are good and valid reasons where there is a large 
sum of money involved that is going to be spent over a rather long 
period of time, for doing it on a negotiated basis with the type of insti- 
tution that is willing to contract to purchase but agree to let the 
money out from time ‘to time as it is needed. The competitive bidding 
procedure necessitates paying interest right from the moment of 
delivery. 

Senator Krrauver. So, sometimes this negotiated procedure is really 
more economical for the city or the community, the corporation, than 
the other kind? 

Mr. Woops. Sometimes it has a definite plus. 

Senator Kerauver. Then what would be your percentage on han- 
dling for Memphis on a deal like that? 

Mr. Woops. I am not prepared to discuss that here, Senator. | 
would love to discuss it with the mayor. 

Senator Kerauver. I mean within a range of an eighth to 1 percent 
or an eighth to 2 percent. 

Mr. Woops. Of course the difficulty with these ranges, if I may say 
SO, sir 

Senator Kerauver. I don’t want to bind you. I am not trying to 
make a contract for the city of Memphis. 

Mr. Woops. The difficulty with these ranges is the chap you are 
talking to never hears anything but the low side of the bracket. I 
prefer to leave this an open subject. 

Senator Kerauver. Then it will be within some range, and I won’t 
specify the range. 

Mr. Woops. Quite. 

Senator Kerauver. And that holds true for anybody else down 
that way that wants to handle their financing. 

Mr. Woops. Provided the figures are sound; yes, sir. 

Senator Keravuver. But you would expect to get something out of it, 
Mr. Woods? 

Mr. Woops. Yes; I would. 

‘Senator O’Manonrey. Is thisa public service we are talking about ? 

Senator Kerauver. A public service. This is Senator O'Mahoney, 
Mr. Woods. 

Senator O’Mahoney, Mr. Woods said that he would be glad to 
handle the Memphis financing either on a competitive basis, buying 
bonds in competition, or if they wanted to do it on a negotiated basis, 
that his percentage would be within some range. 

But he doesn’t want to specify what the range is because the cus- 
tomer might just hear the low side of the range and want to hold 
you to it, T take it. 

Senator O’Manonry. W ell, as a lawyer I would always want to say 
I charge a re fee. 

Mr. ‘Woops. I accept that language. 

Senator Keravuver. But, Mr. Woods, it would be rather too bad to 
have to have the Tennessee Valley all broken up into Memphis with 
a steam plant and issuing bonds, Chattanooga with one, Nashville, 
and all the different communities, that is, to break up that great serv- 
ice and grid system, wouldn’t it? 
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Mr. Woops. Well, Senator, I go along with you 100 percent on the 
proposition, A, which you mentioned, that it would be too bad to break 
up the Tennessee V alley. 

Now, when you go to proposition B, that it would be too bad to have 
the city of Memphis or the city of Chattanooga or the city of Nash- 
vills, or some group of farmers’ granges construct their own steam 
stations, I reserve that. I don’t clearly go along with you on that. 

I don’t think it is implicit in a set. of circumstances whereby these 
different communities and different sections of the State decide to set 
out and get some money to build steam plants, it necessarily means 
that the Tennessee V alley Authority is being broken up. In fact, 
in my judgment, it is contrary, but you know much more about that 
than I do. 

Senator Kerauver. Well, then without regard to what “broken up” 
means, what was your thinking about how “this whole matter ought 
to be handled, how it could best be handled to get the people of the 

valley some additional facilities without the Government having to 
appropriate the money in appropriations for the building of the 
steam plant? What is your thinking about it? 

Mr. Woops. My own thinking is not as clear, not as educated, as it 
should be. 

With that reservation I will say to you that I am confident. that a 
properly equipped team could devise procedures not only sound en- 
gineeringwise but also sound financially which would result in the 
creation of the facilities that seem to be necessary to supplement the 
waterpower in your neck of the woods, without resorting to the United 
States Treasury. 

In other words, through means and methods of going to the private 
investors of the country, my judgment is that something could be 
worked out. I am not prepared to particularize on how is can be 
done. 

Senator Keravver. I don’t want you to particularize, but the gen- 
eral idea that you have in mind now, that you had in mind a good 
while ago when this matter first came up, what were your general 
ideas, not going into particulars or details, but your overall ‘feeling 
about the most feasible plans. 

Mr. Woops. I didn’t have any overall feeling about a most feasi- 
ble plan. The overall feeling I had was that ‘the Tennessee V: alley 
Authority thing in my mind—and I am now putting my mind back to 
1952 or 1953—had long since ceased to be a valid basis for debate. 

It seems to me that the improvements, the dams and the waterways 
and the flood controls and such were part of the geography of the 
country, regardless of what anybody thought in 1935 or 1940 or 1945, 
in 1950. 

There they were, and my own thought about them has been that 
if the policy of the administration is to cut down on expenditures 
for things that can be financed through private investors, there should 
be a way for willing people who are intimately familiar with the setup 
of TVA, and goodness knows they are able people, I don’t have to say 
that to you, they are terribly able and they have had 20 years of ex- 
perience; there must be a way for able people in the TVA, able people 
to consult on the engineering problems, able people to consult on the 
financing problems. 
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There must be a way to come up with an answer that, (a) does not 
break up the TVA—by breaking up the TVA we mean do aw ay with 
that excellent team that has been created—and, (6) fixes it so that 
the apparently necessary steam plants can be i talligently designed 
and fitted into the facade that is down there now and finance it with 
the aid of private capital, rather than the United States Treasury. 

Senator Kerauver. You mean issue some kind of bonds or securi- 
ties to be sold to the public and finance it that way ? 

Mr. Woops. That is correct. 

Senator Kerauver. So your objective would be to try to hold to- 
gether the team and the system and then as to construction and what- 
not, work out some kind of system where it can be intelligently fi- 
nanced with private capital. 

Mr. Woops. That’s correct. I myself, Senator, have no preference, 
really, as a security dealer, never mind as a citizen, but as a security 
dealer I have no preference as to whether that is done through the 
medium of corporate entities that are investor-owned, or political 
subdivisions of one sort or another, including cities. 

Senator Kerauver. It wouldn’t make any difference as far as in- 
vestment bankers, because if they put out bonds, they would be pur- 
chased by the public. You would handle them either way, is that 
right ? 

Mr. Woops. That is correct. 

Senator Kerauver. You handle bonds for the United States Gov- 
ernment, the World Bank, cities, municipalities, just lke you do for 
corporation X or corporation Y ? 

Mr. Woops. That is right. 

Senator Krrauver. So it doesn’t make any difference whether it is 
a Government corporation or a private corporation constructing the 
steam plant. If they are going to issue securities, you could handle 
them whichever way they came. 

Mr. Woops. That is correct. We perform a function in our capi- 
talistic system, and whichever they came, we could handle them, just 
as a good engineering firm could design a steam station, whether it 
was going to “be owned and operated by the present TVA, Tennessee 
V alley Authority, by the city of Memphis, by your town of Chatta- 
nooga, or by an investor corporation, and a good firm of lawyers could, 
after doing proper study and all that, could hand down the legal 
opinions that would be necessary. 

Senator O’Manoney. Mr. Chairman, may I ask a question ? 

Senator Kreravuver. Senator O’Mahoney 

Senator O’Manonry. Mr. Woods, I have been very much inter- 
ested in the statement you just now made with respect to your dis- 
regard of whether a corporate entity would be engaged in financing 
an enterprise of this kind, or a municipal organization. 

Mr. Woops. As a security dealer. 

Senator O’Manonry. As a security dealer. Now, that, I take it 
means that you have no opposition as a security dealer to municipal 
ownership. 

Mr. Woops. As a security dealer, Senator O’Mahoney, the answer 
is no. We have no objection to municipal ownership. 

In our firm—may I say this—in our firm we have the policy that 
we rather prefer not to become associated with a project looking to- 
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ward municipal ownership or ownership by political subdivisions of 
any sort, until and unless, to use the phrase, the die has been cast. 

If the appropriate legislature has acted and it is going to be owned 
and operated by a political subdivision, then at that point we have 
no objection. The die is cast, that is the law of the land, we handle 
the securities. 

Senator O’Manonery. There are now in the United States various 
authorities. 

Mr. Woops. Yes, sir. 

Senator O’Manonry. Like the Port of New York Authority. 

Mr. Woops. Oh, yes; department of water, gas and electricity 
in Los Angeles. We handle their securities. We handle the port 
authority. We handle the bonds of the Senator’s home city of Chat- 
tanooga, when they bought the electric distribution from Wendell 
Willkie. 

Senator O’Manoney. So that you have no objection at all to that 
sore of a public organization. 

Mr. Woops. None, after the die has been cast. 

Senator O’Manonry. What do you mean by “after the die has been 
cast” ? 

Mr. Woops. What I mean is that we rather prefer not to have 
our name used as being willing to finance this, that, or the other thing, 
as the sort of a reason why the legislators should enact the necessary 
legislation. 

Senator O’Manonry. What I take that to mean is that you would 
not want to be recognized as a lobbyist for a municipal ownership 
plan. 

Mr. Woops. That’s right, or to state it more affirmatively, we rather 
desire to recognize it as being against municipal or government or 
political subdivision ownership of anything that can be financed by 
private capital. 

Where private capital is unable or unwilling—and that was the 
case at the outset in the Tennessee Valley Authority, that was the 
case at the outset in the San Francisco Bay Bridge, that was the 
case at the outset in Metropolitan Water Authority 

Senator O’Manonry. What was the case? 

Mr. Woops. Private capital was unable to finance it. 

Senator O’Manonery. There are instances, then 

Mr. Woops. Where we go along with the financing. 

Senator O’Manonry. Where it is impossible for private capital 
to finance an undertaking that is in the public interest. 

Mr. Woops. That’s right, it is so big and so forward-looking that 
in the first instance private capital can’t do it. 

But what I believe is that when it gets to a point where private 
capital can pick it up, carry it on, then it should be financed by pri- 
vate capital, and the money that the Government has in it, if you 
please, may then be used in other forward-looking projects. 

Senator O’Manonry. In other words, when a project started by 
government, municipal, State, or Federal, because private capital is 
not available to do it, has been demonstrated by the activity of the 


Government to be a successful project serviceable to the people, 
productive of 











Mr. Woops. Earnings. 
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Senator O’Manonery. Earning power and economic good, then you 
feel there ought to be a policy of having the Government turn it over 
to purely capital. 

Mr. Woops. To private capital. 

Senator O’Manoney. To the private capital which was unable to 
do the thing in the beginning. 

Mr. Woops. That’s right, and then let the Treasury use that money 
for something else. And it has the pleasant byproduct, § Senator, if I 
may say so, that at that point that economically sound and proven 
profitable entity goes on the tax rolls, which is a happy result both 
locally and nationally. 

Senator O’Manoney. And I ask you—it is my understanding that 
before I came to the committee room you testified that you took the 
initiative, Mr. Woods, in going to the Director of the Budget, Mr. 
Dodge, to open up this question with respect to TVA. 

Senator Krrauver. Senator O’Mahoney, I would rather come to 
that a little bit later on. We have been talking about some of these 
other preliminary conferences. 

Senator O’Manonry. Of course, I am inclined to agree to follow 
the suggestion of the Chair. 

Senator Kerauver. It is very important. 

Senator O’Manoney. It seems to me to be wholly in harmony with 
the point that he has just developed. 

Senator Lancer. I would like to take it up in order. 

Senator Kerauver. There are 1 or 2 other preliminary matters that 
I would like to ask Mr. Woods about. 

Senator O’Manonry. Very well; I will withhold my question. 

Senator Keravuver. In other words, Mr. Woods, until the die is 
cast, you want the original securities, the original business or the tra- 
ditional business to stay in the private corporate group, if that is 
possible. 

Then, after the die is cast, however, you are willing then to handle 
the bonds owned by a municipality or public ownership of that kind. 

Mr. Woops. That’s correct, and we have handled many millions of 
such securities. 

Senator Kerauver. The biggest benefit purely from the investment 
banking business, such as in the TVA area, would come, if some ar- 
rangement could be made where the overall future construction or 
perhaps taking over some of the present steam plants in the whole 
valley area could be done as one entity, wouldn’t it? 

Mr. Woops. I would think so, I would think so. 

Senator Krrauver. In other words, if the Government, to begin 
with, had a Government corporation issuing bonds to be sold to the 
public, private capital for the steam plants to be constructed at Mem- 
phis, Chattanooga, Nashville, and then later on with that corporation 
purchasing with private capital to be issued the existing steam plants, 
that would be the best way from the private investment viewpoint. 

Mr. Woops. I am not prepared, sir, to say that it would be the best 
way. I am quite sincere. I am really not trying to avoid your 
question. 

But I am conscious of the fact that some of these financial experts, 
perhaps including my firm, some of the engineering experts, are not 
as well informed about Tennessee Valley as they should be. 
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This Tennessee Valley is an enormous operation, and in my view 
the way to arrive at the proper answer—your question was, what would 
be the best for the investor—the way to arrive at the proper answer 
what would be best for the investor, what is engineeringwise most 
sound, what would result in the least’ impact on the operation of the 
Tennessee V alley Authority, that is going to be arrived at, Senator, 
only if willing people fromthe Tennessee V alley Authority meet with 
Ww illing people in other areas and try to find an intelligent answer. 

Senator Kerauver. And if experts from your company, First Bos- 
ton or others, join 

Mr. Woops. I think you need financial experts, I think you need 
engineering experts. God help us, we always need legal experts. And 
I think it would take a team. 

Now, my instinct is, and it is only an instinct and it is not properly 
informed, but my instinct is that what we need here is something 
that rather resembles this Port Authority of New York more than 
anything else. That is an entity that operates in two States. 

You see, your Tennessee Valley Authority, as you well know, oper- 
ates not only in Tennessee, but operates in—what, 3 other States, or 
is it 4? 

Senator Krerauver. Seven States. 

Mr. Woops. Seven altogether. You need an entity that can do just 
that. 

Senator Keravuver. And you think that is rather better than having 
each little city trying to do it; don’t you? 

Mr. Woops. My instinct is that it is, but I still say to you that the 
right way to get the most intelligent answer to this is to have a 
meeting at the summit as far as TVA and a lot of private experts are 
concerned, to find an answer. 

Senator Kerauver. Have some people who really know the thing 
work it up, work out a plan. That is what you mean; is it not? 

Mr. Woops. But not without the career men in TVA, ‘ecause I 
think it is a waste of time without them. Those fellows know their 
business. 

Senator Kerauver. Anyway, you think it would be highly desir- 
able if something like a port authority or a Federal Government 
corporation could be formed for new construction and for operating 
the old steam plants down there, taking them over gradually to get 
it back into private industry in that way, or some way similar to 
that? 

Mr. Woops. That is my judgment of what should be done. 

Senator Kerauver. That has been your judgment a long time; 
hasn’t it? 

Mr. Woops. Yes, Senator. I must confess that it has been my judg- 
ment a long time. 

Senator Keravver. For a long time you haven't lacked 

Mr. Woops. I mean as much as 10 years. 








Senator Kerauver. For 10 years you have felt that something had 
to be done to change the kind of setup down in the TVA area to get 
it into private industry ; haven’t you? 

Mr. Woops. I have. "You see, I feel, Senator, that honest men can 
have a difference of opinion about Government development of water- 
power as a byproduct of flood control and irrigation as such. 
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Honest men can have a difference of opinion about the advisability, 
if you cross the first bridge, of having steam power so that you get 
the maximum out of the waterpower. 

But it has been clear to me that eventually this Tennessee Valley 
Authority was going to get to a point where you are beyond those 
two things where there was room for an honest difference of opinion, 
and you are going to get into the area where clearly if the Treasury 
just builds the steam plants, it is beyond developing a system of dams 
and flood control and irrigation and having the steam a to 
supplement them. It gets into the very deep question of public versus 
private ownership of the electric light and power industry. 

And I have had the view for 8 or 10 years, eventually in Tennessee, 
and goodness help me, I think the same thing is true in the Northwest, 
there is going to come a point when the decision has got to be taken. 

Senator Krrauver. You think all these public power areas, that 
they are getting to that point where the Government has got to stop 
issuing bonds, appropriations for construction. They have got to get 
into private industry and let their securities rest on their own bottom. 

Mr. Woops. Senator, sir, when you say “got to,” I am not going to 
say “got to.” Iam going to say I think it 1s getting to a point when 
that should be seriously considered by those responsible for the policy. 

Senator Kerauver. Well, would you feel like others who have char- 
acterized it, in the last 8 or 10 years you felt TVA was getting to the 
point of galloping socialism, or creeping socialism ? 

Mr. Woops. Well, I am not very good at adjectives, and I would 
rather not play with them. 

Senator Kerauver. Anyway, some kind of socialism. 

Mr. Woops. I think when you get beyond the point where you are 
developing steam generation, developing steam power, merely to 
supplement the hydropower, that then you are getting into an area 
where the question of whether private capital is willing and ready 
to finance this steam power should be investigated. 

And if you, for instance, as the senior Senator from Tennessee at 
that point do not take the time, as, thank goodness, you are taking 
for instance today, to walk around that question, I think we are verg- 
ing on something other than capitalism and the profit system. 

Senator O’Manonry. Mr. Chairman. 

Senator Kerauver. Senator O’Mahoney. 

Senator O’Manoney. Did I understand you to say that you felt this 
problem should be investigated ? 

Mr. Woops. I did. 

Senator O’Manonry. By whom? 

Mr. Woops. The appropriate people. 

Senator O’Manonry. And who are the appropriate people? 

Mr. Woops. Senator, I am not in government. I can’t answer that 
question. 


Senator O’Manonry. Well, it would mean people in government, 
I would think. 

Mr. Woops. In part, yes. As I have been saying to the chairman, 
in my mind to work out a rational intelligent solution to the Tennessee 
Valley matter requires the collaboration of people from nongovern- 
ment side that are familiar with engineering and finance and law, 
and from the Government side that are familiar specifically with the 
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Tennessee Valley operation, and also the engineering and also the 
law. So I think it takes collaboration from both sides. 

Senator O’Manoney. Well, when you say collaboration from both 
sides, I take it you mean collaboration under authority. 

Mr. Woops. No, I méan collaboration to get a solution to the ques- 
tion. Whether the solution would involve some editing 

Senator O’Manoney. Let me put it this way. Don’t you mean a 
solution within the framework of our Constitution ? 

Mr. Woops. Yes, sir. 

Senator Krrauver. Mr. Woods, what worries me about it is that 
if all of these public power areas are diverted to private capital, and 
so forth, it is going to take a tremendous amount of money, isn’t it? 

Take in the TVA area, you have got close to a billion dollars that 
would require bonds to be put on the market for power alone. They 
have got all their distribution systems. 

In the Pacific Northwest you have got a tremendous amount, South- 
western, Southeastern Power, certain California projects. It is going 
to be big business. That would be a lot of money, would it not? 

Mr. Woops. Well, Senator, I can’t imagine a group of serious seek- 
ers after the answer to this question of the type you and I have been 
discussing, coming up with the answer that all public-power areas 
should be turned over to investor-owned types of corporations. I just 
can’t imagine the intelligent surveys that you and I have been con- 
templating coming up with that answer. 

I can imagine that to the extent that we are talking in any of these 
areas about steam generation or extension of distribution systems, 
that from here out there should be a way of working it so that private 
capital is employed. 

Of course, Senator, the subject gets so confused. In your city of 
Chattanooga, the city avails itself of private capital for the purpose 
of extending the distribution system in Chattanooga. 

If the city of Chattanooga takes on 10,000 electric customers, which 
I daresay they do in some number of years, they go to the market and 
sell revenue bonds. That is going to private capital. 

Now, that is considerably short of the city of Chattanooga forming 
a corporation, putting the distribution system in the corporation, and 
then trying to sell the stock of the corporation. 

Senator Kerauver. Well, let’s just take the minimum you are talk- 
ing about, some corporation for the purpose of building steam plants 
for the future in the TVA area, and placing their securities on the 
open market. 

That, in itself, is a great deal of money because it is contemplated 
that the Tennessee Valley area alone in new steam plants will need 
about 700,000 installed kilowatt capacity per year. That is larger 
than Dixon- Yates each year; isn’t it? 

Mr. Woops. Yes, it is. 

Senator Kerauver. That would be a pretty large amount of securi- 
ties to have to sell. 

Mr. Woops. That is true, but the system will take them, Senator. I 
mean, after all, it is a large amount of securities, but it is a large 
amount of taxpayers’ money, United States Government securities, 
too. It is the same amount, regardless of what it is. 
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Senator Kerauver. Well, whether it is done by private corporations 
or whether it is by Government corporations, that is a pretty big 
amount of securities to put on the market. 

Mr. Woops. It is a big amount of securities, no matter what side 
of the street you walk on. 

Senator Kerauver. And it will be a great deal larger if, by gradual 
process, they took over the existing steam plants in the TVA area, 
or in other areas than the amount of securities would be, it would be 
very, very much larger then, wouldn’t it? 

Mr. Woops. That is clearly true. 

Senator Krerauver. That would be a tremendous business for the 
investment bankers, too, wouldn’t it? 

Mr. Woops. If it was done through the investment bankers, it would 
be. 

Senator Kerauver. Do you think that has anything to do with the 
formation of your policy in the matter ? 

Mr. Woops. Well, Senator, I am only human. I dare say it has. 
I don’t say it hasn’t. 

But on the other hand, I think I am sufficiently honest with 
myself to believe that if the ultimate object wasn’t in my judgment 
sound, I wouldn’t be in favor of doing something for the simple pur- 
pose of getting securities. 

Senator Kerauver. Whether the argument is sound or not, it would 
be big business for First Boston Corp.; wouldn’t it ? 

Mr. Woops. I would hope so. 

Senator Kerauver. That is fair enough. 

Senator Lancer. Have you read the report of the task force of the 
Hoover Commission on Public Power ? 

Mr. Woops. No, sir. 

Senator Lancer. You are not familiar with it at all? 

Mr. Woops. I haven’t read it. I have read the newspaper account 
of it, to that extent I am familiar with it. 

Senator Kerauver. Mr. Woods, you have talked this general mat- 
ter over with Mr. Phil Sporn of the American Gas & Electric? 

Mr. Woops. No, I haven't. 

Senator Kerauver. Mr. Sporn is a close friend of yours, isn’t he ? 

Mr. Woops. I wouldn’t say he is a close friend. I know Mr. Sporn. 

Senator Kerauver. What has caused you, and who have you talked 
with, to bring you around to this philosophy that you are just enun- 
ciating here? How about Mr. Walker Sissler, the president of Detroit 
Edison ? 

Mr. Woops. I don’t know him. 

Senator Kerauver. You don’t know him? 

Mr. Woops. Never met him. 

Senator Keravuver. Or Mr. McAfee, the head of Union Electric? 

Mr. Woops. I know him. 

Senator Krerauver. You know him? 

Mr. Woops. Yes, sir; know him quite well. 

Senator Krerauver. Have you discussed this matter in arriving at 
your opinion about what “~~ to be done generally with these 
various people in the utility field ? 


Mr. Woops. No, I haven’t, Senator. No, I haven’t, that is the 
answer to you. 
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Of course, the people in the utility field, I am afraid wouldn’t 
agree with me. The people in the utility field would think the whole 
thing ought to go to the utilities. 

Senator Krrauver. Then you have discussed it with the people in 
the investment banking field ? 

Mr. Woops. Oh, irregularly and infrequently. 

Senator Krerauver. And what you are expressing here and what 
your attitude has been for the last 8 or 10 years is generally the atti- 
tude of your associates in investment banking houses of New York, 
I assume ? 

Mr. Woops. Well, it is generally the attitude of my associates in 
the First Boston Corp. I hesitate to go beyond that. 

Senator Kreravuver. In that you include your associates in First 
Boston Corp., Mr. Linsley ? 

Mr. Woops. I do. 

Senator Kerauver. Mr. Wenzell? 

Mr. Woops. My former associate Wenzell, I do. 

Senator Kerauver. I mean your former associate, that is his atti- 
cude? 

Mr. Woops. As far as I know. 

Senator Kerauver. Well, you have talked with him about it; haven’t 
you? 

Mr. Woops. I have. 

Senator Kerauver. You have been with him since 1922. You are 
closely associated and you have had a chance to discuss this many 
times. 

Mr. Woops. That’s right. 

Senator Krrauver. With Mr. Wenzell at lunch and in your 
meetings ¢ 

Mr. Woops. Riding uptown, various places. 

Senator Kerauver. Mr. Coggeshall, you discussed it with him? 

Mr. Woops. Well, yes; I may have. The general policy of our 
firn: ; yes. 

Senator Kreravuver. So what you are telling us here represents the 
general feeling of your top officials in the First Boston Corp.? 

Mr. Woops. That’s correct. 

Senator Keravver. And you are looking at it primarily from the 
viewpoint of what you would be able to make for your company in 
the selling of securities ? 

Mr. Woops. No, sir. 

Senator Kerauver. That is your business. 

Mr. Woops. That’s right, but I am looking at it primarily as a 
citizen of the United States. 

Senator Krerauver. Mr. Woods, we had talked about one meeting, 
Senator O’Mahoney, with Mr. Yates, and he said that there was a 
second meeting, and I would like to ask him about these meetings 
before we get to his discussions with Mr. Dodge. 

You discussed your May 7, 1954, meeting with Mr. Yates and Mr. 
Dixon, Mr. Wenzell, and others. Have you anything else to say 
about that meeting? 

Mr. Woops. No, sir. 

Senator Keravuver. Then when was your next meeting? 

Mr. Woops. Tuesday, May the 11th, 1954. That was just with Mr. 
Dixon and my associate, Mr. Coggeshall. 
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——— Keravuver. What was the purpose of that meeting? This 

ras ‘Tuesday, May 2? 

Mr. Woops. Ma ay 11. 

Senator Kerauver. 1954? 

Mr. Woops. It was at that meeting that I said that on reflection 
we would do or we would endeavor to do in connection with the con- 
templated Mississippi Valley Generating Co. financing, in associa- 
tion with Lehman Bros., anything that Mr. Dixon wanted us to do, 
and Mr. Dixon allowed that he wished that we would go right ahead 
and try to place the bonds in association with Lehman, and I s sald, 
“Well, Edgar, if that is the way you want it, that is what we will do.” 

That was the purpose of that luncheon. I might say that I wasn’t 
particularly elated to have another firm, not because it was Lehman 
Bros. We have the highest regard for Lehman Bros. As you your- 
self have suggested, we have been associated with them many times. 

I didn’t think we needed a partner in that business, and I made 
that as clear as I could in my feeble way to Mr. Dixon, but he felt 
otherwise, and I finally agreed that we would do anything that he 
wanted us to. 

Senator Kerauver. Why were you reluctant or why did you rather 
not have Lehman Bros. in this particular deal ? 

Mr. Woops. Well, it wasn’t, I repeat, Lehman Bros. We saw no 
necessity for having anybody associated with us in this particular 
undertaking. 

This was a matter of individual negotiation with individual banks 
and individual insurance companies, and it is a one-team job. We 
didn’t need a partner. We just didn’t need a partner. 

And on the very point that you brought out in the past hour or 
so, if the business was consummated we were going to advertise it, 
be associated with it. From the standpoint of First Boston Corp., 
I would rather have the sole association than to share that with even 
such an illustrious firm as Lehman Bros. 

Senator Lancer. At that time you expected to get the sole fee ? 

Mr. Woops. We didn’t expect to get any fee at that time, Senator. 

Senator Kerauver. You say Mr. McAfee is a good fri end of yours. 
You discussed the general philosophy with Mr. McA fee ? 

Mr. Woops. I don’t remember ever discussing it with Mr. McA fee; 
no, sir. 

Senator Kerauver. As far as we have been able to find, you always 
got a fee or percentage, and you got $150,000 from OVEC, didn’t you? 

Mr. Woops. That is in the record. 

Senator Kerauver. $20,000 for expenses. Just explain to us again 
how it was that you felt—do you know of any other bond issue you 
handled of a big nature like this where you didn’t get some 
compensation / 

Mr. Woops. No, sir. 

Senator Kerauver. This is the only one? 

Mr. Woops. The only one I can think of. 

Senator Knrauver. Since 1922? 

Mr. Woops. Since 1918. 

Senator Kerauver. 1918. That is a long time. 

Mr. Woops. Isn’t it / 
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Senator Krrauver. And during that time how many bond issues 


or security issues did you think your company had something to 
do with? 


Mr. Woops. A great many. 

Senator KEFavv ER. Thousands and thousands ? 

Mr. Woops. Well, a great many. 

Senator Kerauver. This is the only one where you are not going to 
get a fee, that you remember. 

Mr. W oops. That’s correct. 

Senator Kerauver. It wasn’t because this was so small. This 
was a pretty substantial deal, wasn’t it? 

Mr. Woops. $107 million, very substantial. 

Senator Kerauver. That is bigger than the average. 

Mr. Woops. Well, it may be. 

Senator Krrauver. And OVEC you charged a fee, although there 


the electricity was going directly to the Atomic Energy Commission ; 
is that right ? 


Mr. Woops. We charged a fee; yes. 

Senator Kerauver. $150, 000. 

Mr. Woops. If that is what the record says, I go along with it. 

Senator Kerauver. You charged the World Bank, you have 
charged fees on United States Government securities ? 
Mr. Woops. No, sir; no fees on United States Government securi- 
ties. 

Senator Kerauver. I mean, you buy them on the market competi- 
tively and you sell them. 


Mr. Woops. We buy them and we hope we are going to sell them 
higher. 


Senator Kerauver. But you are not handling without expectation 
of profit. 

Mr. Woops. That’s right; we are handling them with the idea of 
making a profit. 

Senator Krravver. If my poor little city issues securities via Wen- 
dell Willkie’s concern, you either make or expect to make a fee down 
there. 

Mr. Woops. Yes, sir. 

Senator Kreravuver. Then what was it was that caused you to decide 
you didn’t particularly want any compensation here? 

Mr. Woops. Well, as I started to say, I under my own power tele- 
phoned Mr. Dodge 2 or 3 times to get an appointment sometime early 
in 1953, for the record between the 6th and 11th of May, 1953. 

Senator Kerauver. What caused you to call him? 

Mr. Woops. My purpose in chasing Mr. Dodge and finally getting 
down here and visiting with him, was to say to him that as I under- 
stood it—and there had been plenty in the press about it—it was the 
policy of the new Government, because at that time we did have a 
new Government, to get the United States Government out of business, 
and my purpose in visiting with the Director of the Bureau of the 
Budget—and I picked him because I knew him slightly, had met him 





in the Pentagon Building during the war—my purpose was to say 
that as a citizen I thought that was a thoroughly laudable policy, 
and if there was anything that I could do to help this new team that 
was here in Washington try ing to do something that I truly believed 
in, I wanted to do it. That was the genesis of this. 
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Senator Keravuver. Let’s get a little bit more particular about the 
genesis of it. You called Mr. Dodge. How many times did you 
call him before you got him? 

Mr. Woops. According to my diary, I called him on the 6th of May 
and I called him on the 8th of May. 

I apparently made a date with him because on the morning of the 
11th of May I called his secretary to confirm that I still had the date, 
and flew down to Washington about noontime on the 11th, so I 
would say I called him three times. 

Senator Kerauver. You called him three times. You came down 
on May 11; is that correct? 

Mr. Woops. Yes, sir. 

Senator Kerauver. Now the setting then was that you had been 
reading in the paper how the policy of this administration was to get 
Government out of business. 

Mr. Woops. Cut down on unessential expenditures. 

Senator Kerauver. Cut down on unessential expenditures, and 
more particularly you had been reading about the plight of the TVA 
and the people in the valley to get money, appropriations for future 
generating plants in the TVA area, and that Congress under the new 
administration was not going along with it, so you applauded that 
attitude and you wanted to see how you could be of any assistance. 

Mr. Woops. That’s right. I wanted to do more than just applaud. 
I wanted to say if we could help we wanted to help. 

Senator Kerauver. The kind of thing you would be interested in 
helping would be where securities would be issued and sold to the 
public to replace capital outlays of the Federal Government by appro- 
priations. 

Mr. Woops. Well, could be, yes. 

Senator Kerauver. Well, wasn’t it ? 

Mr. Woops. Partly, partly. But Senator, you make the assump- 
tion 

Senator Keravuver. Just a minute, Mr. Woods. This would be in 
line with your business. You wanted to see how you and your busi- 
ness could help the Government along with this new program. 

Mr. Woops. That isn’t what I said. 

Senator Kerauver. Isn’t that part of what you had in mind? 

Mr. Woops. I said “partly.” 

Senator Kerauver. Partly the way you and your business could 
help would be to take the burden off the Government by letting the 
securities be sold to the public. 

Mr. Woops. That isn’t what I said to Mr. Dodge. 

Senator Keravuver. I am not asking you whether you said that or 
not. Is that what you had in mind? 

Mr. Woops. Not particularly. It might have been a pleasant by- 
product, but I was sophisticated enough to know that if the United 
States Government was going to dispose of securities representing 
businesses, that it wasn’t going to pick one firm and negotiate with it. 
I was sophisticated enough to know that that business would be done 
competitively. 

Senator Kerauver. And that you would have an equal break with 
anybody else in the business? 

Mr. Woops. I would have as much chance as anybody else, but I 
really am unwilling to leave the inference that that is what impelled 
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me to come down and see Mr. Dodge, because as you said at the be- 
ginning, tell the whole truth, and I wouldn’t have the whole truth on 
the record. 

I was impelled to come down here because my business is the security 
business, and I thought it would be fine if there were untold millions 
or billions of dollars of securities sold on the market at a profit to 
security dealers. That might have happened, but that is not the 
primary reason that impelled me to come down and see Mr. Dodge. 

Senator Krerauver. Mr. Woods, just what information did you have 
about the Tennessee Valley Authority and its predicament at that 
time? 

Mr. Woops. Very little. I agree with you that I had read the 
controversy in the papers. 

I follow the press the way normal citizens do, about extension of 
the steam plants and all of that, but I have very little information 
about. Tennessee Valley Authority. I had never read an annual 
report of Tennessee Valley Authority. 

Senator Kreravver. But you had followed the fight in the House 
and the Senate and the agitation relative to appropriations. 

Mr. Woops. I had. 

Senator Keravuver. Senator O’Mahoney, I am coming up to the 
point where you questioned him about Mr. Dodge. Shall I proceed, 
or do you want to ask questions ? 

Senator O’Manonry. Well, it makes no difference. There are a 
few lines that I would like to follow with Mr. Woods. 

I think it is all a part of one harmonious whole. As for example, 
Mr. Woods just testified, if I remember his language correctly, that 
he was sophisticated enough to believe that this financing would be 
let competitively. 

Mr. Woops. If there is anything, I assumed it would be done com- 
petitively; yes. 

Senator O’Manonry. And you were thinking then of the organ- 
ization which afterward became known as Dixon- Yates? 

Mr. Woops. No, sir. 

Senator O’Manoney. You were thinking of the general policy of 
Government operations of competitively distributing the jobs and the 
sales and the purchases that must be made. 

Mr. Woops. I suppose subconsciously I was thinking that, but what 
I was really thinking actively in the forefront of my mind was that 
here is a new team of people. They are down there on the proposi- 
tion of carrying out a policy I believe in, and if I can help them, I 
want to throw my hat in the ring and help them. 

Now the way I could help them was, being a security fellow with a 
background of a security fellow, maybe I could perhaps give them 
advice about what you had to do to have a result that would be inter- 
esing to private investors, just as a matter of rights. That is what 
I had in mind. 

Senator O’Manonry. But the scheme of private investment and 
the sale of public bonds or private utility bonds was, in your mind, 
on.a competitive basis. 

Mr. Woops. Yes. 

Senator O’Manoney. Were you sophisticated enough to believe 
that if the Government should desire to make a contract for the con- 
struction of a new generating plant, that it would do so competitively ? 
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Mr. Woops. Well, you are in an area now that I am not sophisticated 
in. I am not in the business of engineering nor constructing steam 
plants, and truly, Senator, I doubt if I gave it a thought. 

Senator O’Manoney. Didn’t you believe in your sophistication 
as a very able citizen, as your testimony clearly proves that you are, 
that the theory of the American Government, the American way, as 
we are so accustomed to use the phrase, is to distribute Government 
projects of various kinds, contracts for the building of flood-control 
enterprises, contracts for the building of roads, contr acts for the build- 
ing of plants of various kinds, contracts for the purchase of materials 
needed, were normally let by competitive bidding, just as bonds would 
ordinarily be sold by competitive bidding? 

Mr. Woops. Yes, ‘T agree with you. lf thought of it at all, I knew 
that the engineering and construction of the plants would be done 
competitiv ely. 

Senator O’Manoney. And if it should turn out that what happened 
in this case was that competition was excluded and that the policy 
which was adopted by the Government was one which was plainly 
designed to give this contract for the building of the Mississippi Valley 
generating plant to one outfit and one outfit “alone, that you would say 
was not in accordance with the sophisticated policy of Government ? 

Mr. Woops. No; I wouldn’t say anything about it. If I said any- 
thing, I would say T don’t know enough about it. 

Senator O’Manonry. You would be a little bit surprised about it, 
though, would you not? 

Mr. Woops. Oh, I don’t surprise very easily, Senator. 

Senator O’Manonry. Well, let me ask you a question or two about 
this conference when Mr. Dixon came down to talk to you about the 
bonds for this plant. 

My recollection is that you testified that in this conference which 
I think you gave as May 11—— 

Mr. Woops. I think the first one was May the 7th, that’s right, and 
the second one with Dixon and Jim Coggeshall was May the 11th. 

Senator O’Manonery. Were you present at this one on May 11? 

Mr. Woops. Yes, sir. 

Senator O’Manoney. And it was at that meeting that Mr. Dixon 
said to you that he wanted Lehman Bros. in? 

Mr. Woops. Well, no, it was the first meeting on the 7th that he 
acquainted me with that fact, Senator. 

Senator O’Manoney. On the 7th of May 1954, he acquainted you 
with the fact that he wanted Lehman Bros. in? 

Mr. Woops. That’s correct, that is my recollection. 

Senator O’Manoney. Was there any discussion—before I ask you 
that, your feeling at that time was that you didn’t want any partner, 

not because you had any objection to Lehman Bros., but because you 
felt that this was the task that First Boston could carry on alone? 

Mr. Woops. 'That’s right. I think I said we need a partner like we 
need a hole in the head. That is my usual expression in that set of 
facts, because it is not a new set of facts. 

Senator O’Manonry. Now did Lehman & Bros. have the same lack 
of interest in a fee that you had ? 

Mr. Woops. I never discussed it with Lehman. 


Senator O’Manoney. You never discussed the fee with Lehman ? 
Mr. Woops. No, sir. 
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Senator O’Manoney. Did you tell Dixon at this time? 

Mr. Woops. No, sir. 

Senator O’Manoney. You anticipated my question. Your negative 
answer, I take it, means that you did not, in the conference of May 7, 
1954, tell Dixon that there was to be no fee? 

Mr. Woops. That’s correct; I did not tell Dixon. 

Senator O’Manoney. Now when did you first conceive the idea that 
there would be no fee? 

I assume now, let me say before you answer, that when Dixon wanted 
Lehman Bros. in, Lehman Bros. were like First Boston, purchasers 
of securities of this kind, and when you said that you felt that you 
could handle it alone and when you finally said “Well, if you want it 
that way and Lehman Bros. will come in, it is all right with me,” you 
were thinking as a normal sophisticated dealer in securities, that some- 
body was going to get a fee out of this deal. 

Mr. Woops. You are putting that in the form of a question? 

Senator O’Manonry. Sir? 

Mr. Woops. No, sir. 

Senator O’Manoney. You had no idea? 

Mr. Woops. I was reasonably clear in my mind, Senator, that we 
were not going to take a fee. 

Senator O’Manonry. Well, was that the reason that you didn’t 
want Lehman Bros. in? 

Mr. Woops. No. The reason I didn’t want Lehman Bros. in was 
because, A, we didn’t need them, B, I agree wholeheartedly with what 
the chairman has said, that one of the pluses of this kind of thing 
is the credit you get, and I didn’t want to share it with anybody. 

Senator O’Manoney. But when Dixon insisted that Lehman Bros. 
should be brought in and you accepted that and you said you made 
no statement whatsoever about fee, then when that meeting had ter- 
minated, Dixon had not been advised by anything that transpired 
there that you were doing this for public service. 

Mr. Woops. Now let’s be clear, Senator O’Mahoney. I have an- 
swered you by saying I did not tell Dixon on May 2—— 

Senator O’Manonry. Seventh. 

Mr. Woops. Or May 11, that we were not going to charge a fee. 
I said to you that when we acquiesced in Dixon’s request that we asso- 
ciate Lehman Bros. with ourselves in this undertaking, that I did 
not say to Lehman Bros. that I, Woods, have no intention of taking 
a fee. Those things I have said to you. 

What I have not said to you, as you implied in your question, that 
Dixon and I had no discussion of a fee, because in agreeing with Dixon 
that Lehman would be associated with us. I apparently said to Dixon, 
“Tn the event that there is a fee,” and what is important to me is that 
my own files indicate I said, “In the event there is to be a fee.” 

Senator O’Manoney. On this date? 

Mr. Woops. At about this date, because I wrote the memorandum 
about 4 or 5 days later: “The fee is to be divided thus and so, and if 
the business is consummated, the First Boston’s name is to appear in 
the preferred,” which happens to be in the lefthand side, “position 
in the advertising.” 

So, that even though in my own mind I was reasonably clear about 
the way I was heading, otherwise I wouldn’t have said, “In the event 
there is a fee.” 
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Senator O’Manonry. You were reasonably clear. 

Mr. Woops. Yes. 

Senator O’Manrionry. You didn’t say there will be a fee ? 

Mr. Woops. No, and the reason I didn’t is because I hadn’t as yet 
discussed it as thoroughly as I thought I wanted to with my asso- 
ciates in the First Boston Corp. 

Senator O’Manonry. When was it that you first began to chase, to 
use your own words, Mr. Dodge? May 6? 

Mr. Woops. May the 6th, 1953. That is the year previous. 

Senator O’Manonry. May 6, May 8, May 11, all in 1953? 

Mr. Woops. That is Dodge. 

Senator O’Manoney. That is your trying to get to Dodge. 

Mr. Woops. Finally saw him May 11. That is curious; it is exactly 
a year. 

Senator O’Manoney. Yes, it is very odd, now we are in June 1955. 

Mr. Woops. Well, it is July, as a matter of fact. 

Senator O’Manoney. July. So here we are. You went after Mr. 
Dodge because of what you had been reading in the paper, that you 
thought a new Government had come in and there was likely to be a 
change of policy, and you wanted to discuss that policy with them. Is 
that the idea? 

Mr. Woops. No, sir. I didn’t say that, Senator. 

Senator O’Manonry. I don’t pretend to have the stenographic 
record here, but I don’t deliberately try to make any inference. 

Mr. Woops. The answer to you is that was not the idea. 

Senator O’Manonry. Then what was the idea when you sought 
Mr. Dodge out to talk about policy ? 

Mr. Woops. Oh, I didn’t say I talked about policy. 

Senator O’Manonry. What was it you talked about, if it wasn’t 
policy ? 

Mr. Woops. I will be glad to tell you. 

Senator O’Manonrey. I did make the note that you thought there 
would possibly be a change of policy, and that you wanted to go down 
because you wanted to discuss that. This was a new Government and 
you wanted to discuss the policy of getting Government out of 
business. 

Now I think that was a fairly reasonable and accurate summary of 
your testimony. If it wasn’t, please change it and make your own 
summary. 

Mr. Woops. I am letting what I said stand in its own bottom, Sena- 
tor; we can read it. But I wouldn’t presume to come down and talk 
to the Director of the Budget without invitation, about policy, and 
put in my 2 cents. 

Senator O’Manoney. Now you said you chased him. 

Mr. Woops. I chased him because I wanted a date with him. 

Senator O’Manoney. And you wanted it for a purpose? 

Mr. Woops. Yes, sir. 

Senator O’Manoney. Now you have described it here, and I am 
willing to turn back and get your accurate word. 

Mr. Woops. All right, I will give them to you again. My purpose 
was to say that I was in sympathy with the published desires, as I 
understood them, of the new administration, and that if there was any- 
thing that I could do as a citizen to help further those desires, why, 
I wanted to throw my hat in the ring and at his service. 
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Senator O’Manoney. And those desires were what? 
Mr. Woops. To get the Government out of business and to slow 
down and perhaps “eventually stop unessential expenditures of Gov- 


vernment funds where private capital was ready and willing to per- 
form the service. 


Senator O’Manonry. Precisely. 
Senator Lancer. Why couldn’t you tell him that over the telephone ? 


Mr. Woops. I didn’t feel like it. I hadn’t seen him for a long time, 
and I wanted to see him. 


Senator Lancer. You wanted to see him? 

Mr. Woops. I don’t think you say those things over the telephone. 
I ask you, Senator, would you? 

Senator Lancer. Yes; I would. 

Mr. Woops. This was a serious conversation. This was a serious 
conversation. This wasn’t any casual thing. Maybe I should have 
written him a letter. 

Senator O’Manoney. I think this was a serious conversation, and 
it was directed at a particular purpose of backing up what you under- 
stood the published desire of the administration to get the Govern- 
ment out of business, and you wanted to create new oe 
for the investment of private capital. That is your whole theory, 
isn’t it? 

Mr. Woops. That was a byproduct. 

Senator O’Manoney. Well, now, look, I am not fighting with you. 
I am not trying to trap you. I am just trying to get the facts. Don’t 
be afraid of my questions. 

Mr. Woops. I am not a bit afraid. 

Senator O’Manoney. Mr. Dean will tell you you don’t need to be 
afraid of my questions. 

Mr. Woops. Senator, if I give you the impression I am afraid of 
your questions, I am sorry, because I am not. 

Senator O’Manonry. ‘Well, because you seem to back away from 
my summaries, and then when you restate them, you restate then even 
better than I did just what you were trying to do. 

Mr. Woops. Well, I will leave it to you. Goodness knows your 
reputation to me is as an experienced legislator with great ability far 
beyond mine. 

When you read this record, Senator, I will just leave it to you as to 
whether what you summarized is what I said. I don’t believe it is, 
but that doesn’t matter. 

Senator O’Manoney. I just want to get it clearly in your words 
as to what was your purpose in a conv ersation that you w anted to have 
with thisman. It was not a casual conversation. 

Mr. Woops. Correct. 

Senator O’Manoney. This was more important and more serious, 

Senator Langer, than talking over the telephone. You wanted to be 
able to sit down with this man face to face and talk it over. 

Mr. Woops. That’s right. 

Senator O’Manoney. And were you then not endeavoring—is it a 
fair statement on my part to say that you were perhaps endeavoring 
to persuade him to adopt a policy that you had in mind? 

Mr. Woops. No, sir. 

Senator O’Manoney. Or to find out what policy he had in mind? 
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Mr. Woops. No, sir. My purpose was to say to him, “The way I 
understand it from all the speeches, from all the articles, from all the 
newspaper reports, that you folks are embarking on a gener ral philos- 
ophy of getting the Government out of business, cutting down unes- 
sential expenditures, fixing it so that if private capital is ready and 
willing to do the job, you “won't insist on the Government doing the 
job. And God bless you, Joe, J agree with it 100 percent, and if I can 
help 3 you, I want to help you.’ 

That was my purpose. 

Senator O’Manoney. That’s right. You were patting him on the 
back and saying, “Now let’s go right down this line and we will help 
you”; is that right ? 

Mr. Woops. I was saying, not let’s go right down the line. I was 
saying, “I am delighted with your line, : and if there is anything we can 
do, we want to do it to help you.” 

Senator O’Manonry. Anything we can do we want to. And then 
you sent Mr. Wenzell down. 

Mr. Woops. Then Dodge brought up the question—we talked about 
the problems of young men in Government, the diffic ulty of getting 
good young men, and so forth, and Dodge expressed a desire to have 
the services of a man that was experienced and knowledgeable in mat- 
ters pertaining to accounts and money costs, financing of utilities, and 
he said, “If you know of such a man, I would like to hear of him.” 

He brought it wp, I didn’t. 

Senator Lancer. Did you ask him for an appointment to the White 
House? Did you express your views to the White House? 

Mr. Woops. No, sir. 

Senator O’Manoney. So he wanted a man who had the views that 
you did? 

Mr. Woops. He wanted a man with those qualifications, and I said, 
“Well, maybe I have a man for you.” 

After all, as you have reminded me, I said, and it is true, that I 
chased him and I wanted to come down and uook him in the eye 
and say, “I am with you, and give you a little more than lipservice, 
anything I can do, I want to help you,” and having done all of that, 
when the fellow says to me, “I am looking for a man with certain 
qualifications, if you can do anything to find me such a man,” well, 
I am sure you will understand me, Senator 0” Mahoney, that I got a 
happy idea I ought to do something about that. 

Senator O’Manoney. So you picked out 

Mr. Woops. So I said, “I think I have a man for you, one of my 
vice presidents.” 

Senator O’Manoney. One of your vice presidents? 

Mr. Woops. Yes. “And leave it with me, let me talk to my asso- 
ciates,” and my record in the office shows I again talked to Dodge 
on the telephone, this time on May 13, 2 days” later, and I have no 
doubt that I said, “Joe, this fellow is willing. I talked to my asso- 
ciates. We can make him av ailable; if you still want to look at him 
and decide whether he has got the qualifications you require, why, I 
will send him down.” 

Tam sure that is what [said tohim. And I sent him. 

. ene O’Manoney. And Mr. Wenzell shared your views, did 
e not? 
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Mr. Woops. Shared my general philosophy that I have been out- 
lining here. 

Senator O’Manoney. Yes. 

Mr. Woops. Yes; as the chairman says, we have lived together. 

Senator O’Manoney. Sure. It is only natural that you should. 

Mr. Woops. Why, certainly. 

Senator O’Manonry. Nothing wrong about it. 

Mr. Woops. On the contrary, I am proud of him. I think he has 
done a good job for Dodge. 

Senator O’Manonry. I have no doubt about it. Now, the only 
problem that is concerning me about this, sir, is whether or not when 
you sent Mr. Wenzell down there, you told Joe Dodge that even 
though you might sell the securities there would not be a ‘nickel of fee 
in it for you. 

Mr. Woops. I did not. I didn’t get into any discussion that I 
might sell the securities. 

You see, when he said to me, “What I need help on, George, if I 
need help on anything, is personnel,” and “I need a fellow”—I re- 

member very well. He said in this TVA thing, he mentioned it, he 
said, “In this TVA thing, they say they need X, whatever it is, 
hundreds of thousands of kilowatts. It is going to cost Y dollars, 
and they have got curves that show the way the demand in that 
neck of the woods is going to go up for kilowatts in the future.” 
And he said, “I w ould like to get a little memorandum the way I 
would get back in the bank, if somebody wanted all this money for 
this purpose, as to whether it made any sense. I want a fellow that 
can dig into it and tell me whether it makes any sense. Is the curve 
a reasonable curve? Is the cost of this plant the way it is estimated a 
reasonable cost?” That kind of stuff. 

I said, “I’ve got the man for you.” The question of securities never 
came up, Senator. This was a study. 

Senator O’Manoney. But eventually they did come up and even- 
tually First Boston did dispose of the securities, made the arrange- 
ments? 

Mr. Woops. Yes, sir. 

Senator O’Manoney. Is that right? 

Mr. Woops. That is right. 

Senator O’Manonrey. To the Metropolitan Life Insurance. 

Mr. Woops. The record will show that. 

Senator O’Manonry. Certainly it shows it. 

Mr. Woops. Metropolitan is the head man on the insurance com- 
panies, the Chase Bank is the head man on the—what do you call it— 
on the bank. 

Senator O’Manonry. And First Boston conducted all of these 
negotiations ? 

Mr. Woops. With Lehman. 

Senator O’Manonry. With Lehman. 

Mr. Woops. Associated with Lehman; yes, sir. 

Senator O’Manoney. But one of the letters handed in here the 
other day by Mr. Dean made it clear that you did the job and you were 
proud of it, for First Boston. 

Mr. Woops. Yes; we did it. 

Senator O’Manoney. Disposing of the securities? 
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Mr. Woops. We did it. I think we did a pretty good job. We have 
heard a few harsh words on the proposition that we estimated the 
money was going to cost 314 percent and it cost 3.58, but I still think 
we did a good job. 

Senator O’Manoney. Well, I haven’t got any harsh words on that 
subject. 

Mr. Woops. You haven't got any harsh words on anything. 

Senator O’Manonry. That is a subject altogether outside of the 
boundary of harsh words. 

Mr. Woops. Those harsh words were from the management of the 
Mississippi Valley. They think we missed. 

Senator O’Manongey. Now, can you tell the committee what work 
you did to dispose of these securities?) How much time was involved 
and how did you go about it? 

Mr. Woops. Well, I can’t tell the committee how much time was 
involved, Senator. I just plain can’t. 

Senator O’Manoney. If you can’t do that, perhaps you can tell me 
this: You knew that the Mississippi Valley Generating Co. was to be 
the author of the bonds, they were to be the bonds of that company ? 

Mr. Woops. The issuer of the bonds; yes, sir. 

Senator O’Manoney. Did you know anything about the incorpora- 
tion of that company ? 

Mr. Woops. Yes, asa firm. I must differentiate now. 

When I talk of Dodge and when I decide in my mind about what 
we are going to do about taking a fee, that is Woods personally. Now 
when you are talking about did I, I didn’t know so much about the 
organization of this company. The First Boston Corp. did, but Sen- 
ator, I didn’t do this job myself. 

Senator O’Manonry. Oh, no, of course not. You are the chief of 
staff. You are telling them what to do. 

Mr. Woops. I have to ask them. I don’t tell them. 

Senator O’Manonry. You have to ask them if it is in their good 
judgment to do this. You don’t have as much luck with your own 
people as you did with Mr. Dodge? 

Mr. Woops. Well, I made Dodge an offer. Well, I am prejudiced, 
I suppose, but I made him an offer of valuable services if he wanted to 
use them. I gave him more than lipservice. 

You fellows in the public service, I have great admiration for you. 
You get lipservice from everybody, and I went one better and said, “If 
I can help you, Joe, I want to help you.” 

Senator O’Manoney. Well, now you help this Joe. 

Mr. Woops. Are you Joe, too? 

Senator O’Manoney. I am Joe, too. 

Mr. Woops. We had better be careful or pretty soon we will be in 
trouble. You are Senator O’Mahoney with me. 

Senator O’Maunoney. You knew that a corporation charter was to be 
drafted ? 

Mr. Woops. Well, at some point I am sure I knew it; yes. 

One thing I must testify to is that I didn’t know it on or about May 
11, 1953. 

Senator O’Manoney. Oh, I am sure you didn’t. 

Mr. Woops. And I am inclined to think I didn’t know it at any time 
in 1953. 
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Senator O’Manoney. I want to know if you knew what outfit drew 
the charter. 

Mr. Woops. The law firm ? 

Senator O’Manonry. Yes. 

Mr. Woops. I don’t know it today. 

Senator O’Manoney. The incorporators on this charter were three 
gentlemen, each of whom had one share of stock and who gave their 
addresses as 120 Broadway, New York. Does that make any impres- 
sion on you? 

Mr. Woops. None at all. 

Senator O’Manonery. You don’t know who the lawyers are? 

Mr. Woops. No. 

Senator O’Manonry. Do you, Mr. Dean ? 

Mr. Dean. I don’t know; no. 

Senator O’Manoney. I think I once asked you that before. It drew 
a good deal of my interest because it was clearly incorporated by 
lawyers in New York, because the affidavit was taken before a New 
York notary, but the charter was filed in the State of New York. 

In other w ‘ords, it was an Arkansas charter drawn in New York by 
three incorporators, each of whom had one share of stock, par value 
$100, and 1 of the articles of incorporation said, “This corporation will 
start business with $300, with a capital of $300.” 

Now, of course, that was just one of these usual type of blank form 
charters that are issued. 

Mr. Woops. A dummy thing to start off with. 

Senator O’Manonery. A dummy thing; “dummy” is the word. 
Thank you, sir, very much. 

Mr. Woops. It is a good legal word. 

Senator O’Manonry. Yes, a good legal word. Now what I am driv- 
ing at is whether in this policy of getting the Government out of busi- 
ness and getting private investors to put up capital, you ever gave any 
thought to the organization of the corporate entities whom you would 
like to see this business transferred to before Dixon-Yates developed 
at all? 

Mr. Woops. You mean the TVA business? 

Senator O’Manoney. mor 

Mr. Woops. When you say “this business transferred to,” which 
business ? 

Senator O’Manonery. Accepting your own testimony, sir, the busi- 
ness that you had in mind when you first began to chase Mr. Dodge. 

Mr. Woops. You mean did I have candidates to take these businesses 
over ? 

Senator O’Manonry. No, I don’t, I don’t even mean that. I am not 
trying to put any harsh words in your mouth, sir. 

You testified that you had read in the papers that the Government 
was taking up a certain line of policy of which you approved. 

Mr. Woops. Agreed. 

Senator O’Manonry. And you wanted to go down and pat them 
on the back ? 

Mr. Woops. And offer to help. 

Senator O’Manoney. And offer to help them, in order that private 


capital rather than Government appropriations should be used for 
these various projects. 


Mr. Woops. Right. 
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Senator O’Manonery. That was right. Now, I say, my question 
was, were you at that time giving any thought to the type of corpora- 
tions which would take over the work ¢ 

And the reason I asked the question is this: Because it develops that 
in this Dixon- Yates deal we have the two holding companies, Middle 
South and Southern. 

Mr. Woops. Middle South and Southern; yes. 

Senator O’Manonry. And each one of them has a number of sub- 
sidiaries, independent wholly owned subsidiaries. 

This new subsidiary, the Mississippi Valley Generating Co., was 
the only one owned by both of these holding comp: nies, acco rding to 
the testimony of Mr. Wenzell. And we also have in this a so-called 
management corporation, Ebasco. So what I have in mind—did you 
shake your head on that? 

Mr. Woops. I was just surprised. I didn’t know Ebasco had gotten 
in, but go ahead. 

Senator O’Manonry. Oh, the testimony shows 

Mr. Woops. I am following you. I didn’t shake my head in dis- 
agreement. 

Senator O’Manonry. But you do know there are these manage- 
ment corporations 4 

Mr. Woops. Oh, yes. 

Senator O’Manoney. And that they operate throughout the 
country ¢ 

Mr. Woops. Yes. 

Senator O’Manoney. And you are aware of the fact that one of 
the reasons of the Holding Company Act and the establishment of 
the SEC was to prevent corporations created in one State distant 
from the convenient approach of the stockholders, that is, the small 
stockholders, operated through management companies and through 
holding companies and combines in such a way as to destroy the 
capital of the small investors ¢ 

That was the reason why we had an SEC established and a Holding 
Company Act, in order to break it down. You will agree with that: : 
will you not / 

Mr. Woops. I follow what you are saying; yes. 

Senator O’Manoney. That all happened ? 

Mr. Woops. That all happened. 

Senator O’Manoney. hea one of the things that raised criticism 
was that some of the companies, not always utility companies, but 
industrial companies of other kinds, had their principal office not 
in the State in which they were doing business, but in some distant 
State in which it would be difficult to hold a stockholders’ meeting. 

Corporations of Maine, for example, had offices at a distant point, 
so that when a stockholders’ meeting was held, it could be easily 
manipulated by the managers. 

Now, you were aware of all that. In planning for the new program 
of getting the investment of private capital back into Government, 
did you at any time take into consideration the possibility or the 
desirability of providing a rule for the responsibility and the duty 
of the managers of such groups or were you thinking that it would 
be in the public interest to return to the abandoned “pli in by which 
management could build up its concentrated power of other people’s 
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money to get results for the good of management? Did you have any 
of those thoughts in mind? 

Mr. Woops. Well, I certainly wasn’t thinking, Senator, that in 
connection with the United States Government getting out of unessen- 
tial activities and using private capital instead of Treasury funds 
where private capital was ready and willing and able, that we would 
go back to the days of pre-SEC, pre-Securities Act, pre-Holding Com- 
pany Act, because, my goodness, who am I to tell you, time has proven 
those acts were sound and forward-looking and proper, and they are 
a great addition as of today to the legislation of the country. 

So I don’t believe that even subconsciously, Senator, I was thinking 
of going back. I must say this to you. In fact, I wasn’t thinking 
specifically of companies or people. I just wasn’t. 

I came down to offer services, and I was sincere about it. Really, 
truly, my primary thought in my mind was not to get the security 
business for security dealers. 

Now I am not going to say that subconsciously it wasn’t in my mind. 
My God, I have been in this business all my life. I think about it all 
the time I am awake, and sure, I was thinking about it. 

But it may have been in my mind, and I can’t help saying that at 
this point that if out of all these things that the chairman is pursuing, 
and I am happy he is pursuing, there comes some solution that in- 
volves public investment in corporations to carry on the future devel- 
opments that are necessary in these public-power areas, it may have 
subconsciously been in my mind that such public financing might have 
the pleasant byproduct of bringing some of these things under some 
body in our Federal Government, be it the SEC or the Federal Power 
Commission, that enforces a uniform system of accounts. 

Because as a security dealer, I tell you there are just about as many 
different systems of accounts in these publicly operated electric com- 
panies as there are publicly operated electric companies. 

But not even subconsciously did I have in mind to go back, as you 
put it, to the preholding public utility company days, because I think 
they were wrong. 

Senator O’Manoney. You think they were wrong. Now what is 
your opinion of a situation in which a corporation engaged in for 
profit, and properly so, with the sale of bonds and securities, should 
find itself in the position of having sent one of its officials to Wash- 
ington to advise the Director of the Bureau of the Budget to consult 
with the Atomic Energy Commission, to prepare a report on how to 
get the Government out of business, particularly in the utility busi- 
ness, and this should be carried on such a manner that the name of this 
gentleman selected by this utility company to advise the Director of 
the Bureau of the Budget, and to write the policy, should be excluded 
from the chronological account prepared by one of the Government 
bureaus with whom he consulted, so that it would not be known to Con- 
gress or to the public that he was consulted, that he did have a part 
in it? 

And what would you think if one of the Government agents should 
at the same time, one of the Government employees, put in a telephone 
call from the White House to the head of the Securities and Exchange 
Commission, which had already scheduled a meeting at which the 
representative of this security company had been called to testify, and 
that the White House advisers should say to the Chairman of the 
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SEC, “Postpone this hearing of this representative of the financial 
company for a couple of days,” and if the record should show that 
this postponement took place at the very moment when an appropria- 
tion was under consideration, a controversial appropriation, in the 
House of Representatives, the appropriation of $614 million to build 
a transmission line for the newly established generating company, 
would that be the kind of Government operation you would like to see 
your Government enter into? 

Mr. Woops. Well, there are 2 or 3 questions there, Senator. 

Senator O’Manoney. There is only 1, just 1. I have listed most of 
the scandals that have been turned up in this hearing in that question. 
Do you want the reporter to read it to you ? 

Senator Keravver. I think he understands it. 

Mr. Woops. Well, I got two questions out of it. If there are more, 
we can go after them. 

But the first question I got out of it, what would I think of some 
entity in the Government concealing, for the purpose of misleading, 
the fact that Wenzell and Miller 

Senator O’MAnoney. I didn’t use the words “for the purpose of 
misleading,” but they did conceal it. 

< . . . 

Mr. Woops. Isn’t it terrible the way you are just bound to misquote 
the other fellow. You can’t help it. 

Leave out “for purposes of misleading,” but if they were concealed, 
of course I think it is inexcusable. 

I, however, would myself want to be sure that there weren’t a mis- 
cellaneous group of people sitting around the table the way there 
are around this table whose names were also left out. 

If these are the only two fellows that were left out, I think you 
have got a good question, and that’s that. If there were 4 or 6 or 
8 miscellaneous people sitting around a table, I don’t have much feel- 
ing about it, to answer your question, Senator. I just don’t have 
much feeling about it. 

On your second question that I got, what would I think about some- 
body calling up the SEC Chairman and so forth and so on, I just 
have no opinion about that. I just haven’t. Strange things happen 
in city halls and State capitals and in the Federal Government. 

With all of the infirmities and with all of the pressures, maybe it 
is strange there aren’t more strange things, but with all the infirmities, 
I like this system of government. It is part of the system. 

Senator O’Manoney. Well, so do I. 

Mr. Woops. I am glad you fellows are checking up on it, but I have 
no viewpoint. 

Senator O’MAnoney. But I will say to you, Mr. Woods, that I 
believe that our system of government was designed by the consti- 
tutional fathers for the purpose of laying the whole regime right out 
on the table. 

Mr. Woops. Every now and then it is good to check the boys up. 

Senator O’Manoney. Where all the people could see it. 

Mr. Woops. That’s right. 

Senator O’Manoney. Yes, indeed, it was a government of checks 
and balances for precisely that purpose. I believe in that sort of 
government, and I must add this remark, and then I will stop. I 
will call an end to my questioning. 
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In his press conference when this controversy over the Dixon- Yates 
business first developed, the President of the United States at the 
White House said he had given instructions that all of the papers 
should be revealed, that they were all down at the Bureau of the 
Budget and were ready for public inspection. 

That was a fine statement and I applauded it. But it was after 
that statement was made that this chronology was prepared and that 
the name of Mr. Wenzell was left out. 

Mr. Chairman, I think that I have consumed enough time. 

Senator Krerauver. Mr. Woods, just one question before we quit 
here tonight. What do you think about Mr. Hughes still not knowing 
that First Boston acted as financial agent ? 

Mr. Woops. I am at a loss. 

Senator Krerauver. What do you think about it? 

Mr. Woops. [I am at a loss. 

Senator Kerauver. What do you mean “a loss”? 

Mr. Woops. I don’t understand it. 

Senator Krerauver. Everybody knew it, didn’t they ? 

Mr. Woops. Well, I would have thought that everybody that was 
informed was familiar with it. There was no secret about it. 

I myself, as I have testified, have never met Mr. Hughes, so I didn’t 
tell him myself, but I don’t understand it. Certainly there was no 
secret about it. 

Senator Krerauver. Well, Mr. Dean, it looks like we are in bad shape 
here again. 

Mr. Dean. IT am in very bad shape, Senator. I asked Mr. Kolb, 
the Federal Trade examiner who is conducting this hearing under 
section 7 in San Francisco, for a week’s adjournment. He turned me 
down. He said there were some 15 people out there from the Federal 
Trade Commission. 

Senator Krrauver. Maybe you ought to get somebody else to call 
him, Mr. Dean. 

Mr. Dean. It is my job to be there, and I said maybe he could call 
you. 

Senator Kerauver. I don’t have any influence. 

Mr. Dean. Mr. Zellerbach is now scheduled to take the stand on 
Thursday, and I promised I would leave at the latest by Wednesday 
morning for San Francisco. I hope you will be through with Mr. 
Wenzell by that time. If not, I am going to be in terrible trouble. 

Senator Kreravver. Suppose we start in the morning sharply at 
9:30, and we will try to finish with Mr. Woods in not more than 35 or 
40 minutes. 

We will start immediately with Mr. Wenzell and stay with it all day 
long and see if we can’t finish with him tomorrow too, but I think we 
had better not try to carry on any longer this afternoon. Mr. Woods, 
you don’t mind staying overnight, do you? 

Mr. Woops. I am at your service, Senator. 

Mr. Krrrre. May we have a copy of the memoranda to which you 
referred ? 

Senator Krrauver. Yes; let’s see that memoranda. I asked if you 
had a memoranda, and you first said you didn’t. 

Mr. Dean. It is a chronology. You can see it. 

Mr. Keerre. Do you have a copy of it? 

Mr. Dean. It is our only copy, but you can have it. 
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Senator Kerauver. I thought you said you had some memoranda 
of the May 11 meeting ¢ 

Mr. Dean. He said he wrote no memorandum of the May 11 meet- 
ing. 

Senator Kerrauver. At another time the memorandum said, “in 
the event a fee is charged.” Mr. Woods, you said you read that from 
a memorandum, “in the event a fee is charged.” Where is that mem- 
oranda 4 

Mr. Dean. That is in the commitment book of the First Boston 
Corp. We will give you a copy of it. 

Mr. Kerrre. M: ay we have that? He referred to the diary, Mr. 
Dean. That is a transcript of the important dates taken out of his 
diary that you have there. 

Mr. Woops. May I say something? When I say “diary” I don’t 
mean diary in the sense that it is ordinar ily accepted. 

I don’t write myself what Ido. IT really have a very excellent secre- 
tary, and she keeps a record, I have discovered, of what I do, and 
telephone calls I make and meetings I go to, and I call that my diary. 
In truth it is her diary and it is just the bare statement. Those are 
the excerpts pertinent to this matter, Dodge and such. 

Senator Krrauver. E xcept for that memorandum from which you 
have read a few words, “in the event there is a fee”—where is that? 

Mr. Dean. That is the First Boston commitment book, and we wil) 
give you a copy. 

Senator Kerauver. Can we have a copy of it now ? 

Mr. Dean. We have no copies, but there it is. 

Senator Kerauver. Suppose we get these back to them. Let’s get 
them copied right here and now. 

Mr. Woops. These things, if I may say so, you can keep those until 
tomorrow morning. 

Senator Krerauver. We will stand in recess until 9:30 in the 
morning. 

(Thereupon at 5:45 p. m., the committee took a recess until 9:30 
a.m., Tuesday, July 19, 1955.) 
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POWER POLICY—DIXON-YATES CONTRACT 


TUESDAY, JULY 19, 1955 


Unirep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 9:45 a. m., in room 
494, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senator Kefauver (presiding); Senators O’Mahoney and 
Langer. 

Also present : Senator Butler ; 

Arthur John Keeffe, assistant counsel. 

Senator Keravver. All right, Mr. Dean. 


TESTIMONY OF ARTHUR DEAN, ACCOMPANIED BY JOHN F. DOOLING, 
JR., OF THE FIRM OF SULLIVAN & CROMWELL—Resumed 


Mr. Dean. I hand you two additional copies of the annual report 
to stockholders for the year ended December 31, 1954, or the First 
Boston Corp. 

Senator Kerauver. We have one of these as an exhibit already, I 
believe. 

Mr. Dean. Yes. There is an exhibit number. Those are additional 
copies. 

Senate Keravuver. Yes, sir. Thank you very much, Mr. Dean. 

Mr. Dean. I hand you a copy of the Sullivan & Cromwell blotter 
entries in relation to the advice by the First Boston Corp. on this 
matter in the year 1955. I call your attention to the fact that I have 
no entries for the conference on February 19. I assume the reason is 
that I was called up very late at night and it was a Saturday. 

Senator Keravuver. That was held at your home? 

Mr. Dean. That was held in Mr. Woods’ apartment, so I assume 
that my secretary, not knowing about it, it didn’t get into the entries. 
But I did attend that conference on February 19. 

Senator Keravuver. We will make this exhibit 91. 

(The document referred to was marked “Exhibit 91” and will be 
found in the files of the subcommittee.) 

Mr. Keerre. I think we ought to read that into the record. 

Mr. Dean. May I call your attention to that last blotter entry that 
on March 9 it says that “I, Dean, talked to Coggeshall and Wenzell.” 
I think the “and” ought to be “re,” because Mr. Wenzell was in El 
Salvador on March 9, and I definitely did not talk to him on that day. 

Senator Keravuver. That memorandum is “Conference Mr. Dooling 
and telephone conference Jim Coggeshall and (re) Wenzell.” 

Mr. Dean. I am sure the “and” ought to be “re.” 
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Senator Kerauver. That was talking about Mr. Wenzell rather than 
with Mr. Wenzell ? 

Mr. Dean. Yes, sir. 

Senator Krerauver. All right, sir. 

Mr. Dean. And I hand you in duplicate a list of the First Boston 
officers and directors as of June 51, 1955, and there have been no 
changes since. As of that date, there were 40 vice presidents. 

Senator Keravuver. That is a list of the directors and vice presi- 
dents ¢ 

Mr. Dean. It is the directors and officers. 

Senator Keravver. We will make this exhibit 92. 

(The document referred to was marked “Exhibit 92” and will be 
found in the files of the subcommittee. ) 

Mr. Kerrre. If it is agreeable with you, we will mark your blotter 
entries, both the ones you gave me before and the ones you gave me 
today, as exhibit 91. 

Mr. Dean. Subject to further check, which will be complete at 
about 11 o’clock this morning, I am advised that neither Sinclair 
Weeks nor Robert Cutler own any stock of any class of the First 
Boston Corp., according to the corporation’s current list of stock- 
holders. 

So far as we know, neither one of them was ever a stockholder. Let 
me say, Senator, that as counsel for the First Boston Corp., speaking 
for the First Boston Corp. too, we have never at any time or under any 
circumstances ever retained any lawyer or anyone else for political 
influence. 

The lawyers that we have retained on security issues have been re 
tained solely and only for their competence in a particular field. 
Sometimes in connection with passing on a particular security issue, 
the question of local title also will come up or a question of local fran- 
chise rights will come up, or in connection with a pipeline issue, the 


question will come up as to whether they have ever as a matter of fact, 


exercised the right of eminent domain. 

And if thereby they have become a public utility, and if thereby you 
have to get the consent of the local public- utility commission or you 
may have a question of local cor poration laws as to the vote 1 ‘equired 
to plac e a mortgage on your properties, or whether you have to get 
a vote in case of stockholders, in the case of an unsecured i issue, various 
questions like that, when those questions of local law come up we try 
to determine who is the ablest lawyer in that community on that par- 
ticular subject, and we retain him for that limited special purpose. 

Or they might be retained on a question of permits over forest lands 
or permits over agricultural lands or permits over Indian lands or per- 
mits going across rivers, questions of permits of the Department of 
Defense. 

There might be questions of property on tidal land such as issue of a 
shipbuilding corporation on tidal waters, the question of where the 
harbor rights are, whether the property is on their own land or whether 
it is on soil that has been built up. 

But never in my experience have we ever retained any lawyer except 
solely and only for his competence in that particular field. It has 
never been done to my knowledge, and I certainly would never recom- 
mend it. 
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Senator Kerauver. Who in Sullivan & Cromwell handles the con- 

tacting or the selection of correspondent lawyers? 

Mr. Dean. Well, that would be done by the partner in charge of 
the particular 1 issue. In connection with the First Boston Corp., if I 
were in the office, it would be done by me. 

Senator Keravuver. If you were not there, it would be done by Mr. 
Dooling ? 

Mr. Dean. Mr. Dooling is primarily in litigation. The lawyers 
who work with me, gener: lly speaking, on First ‘Boston Corp. matters 
are William Ward Foshay, John Raben, David Henkel, Mr. Paul 
McQuillen or perhaps John Jaqua. 

What we generally do is to find out, as I said, who is the outstanding 
expert, by checking with other matters on which they have passed or 
by our general know ledge of them, or by checking with other partners 
their experience with them, by checking with other law firms who the 
outstanding expert is, and trying to make the selection solely and only 
on the basis of competence. 

We have to pass, take the responsibility for passing on these secu- 
rity issues, making sure that what is said in the registration statements 
is true and correct. And we wouldn’t dare discharge our responsibili- 
ties except on the basis of trying to get lawyers who are of high com- 
petence in that particular field. If. you tried to select them on any 
other basis, I wouldn’t know how to start. 

Senator Kerauver. Of course, the eventual responsibility is with 
your firm ? 

Mr. Dean. Yes, it is, because we have to take the responsibility of 
advising the underwriters that these counsel are lawyers of high 
standing and of high competence on a particular subject matter on 
which they have been retained, and that we feel ourselves justified in 
relying on their opinions. That is our responsibility. 

Mr. Woops. May I say a word, Senator? 

Senator Kerauver. Well, I don’t know whether to start this hear- 
ing or not. I would like to have two Senators here, but it is all right 
with me. 

Mr. Dean, in that connection, all of these securities issued or han- 
dled by First Boston, do you handle as the chief counsel each one of 
these matters ¢ 

Mr. Dean. No, sir. I suppose historically, Senator, because of the 
fact that in the old Harris, Forbes days there was a Har r is, Forbes in 
Chicago, that is the bond division of the Harris Trust & Savings Bank, 
and they had their own counsel in Chicago. 

In Boston, Harris, Forbes, Inc., had their own counsel, at that time. 
Generally speaking, they were Robes, Gray, Boyden & Perkins. 

In Pittsburgh issues long prior to the merger of Mellon Securities, 
they might have used Pittsburgh counsel way back in the early 1900's. 
When Mr. Alfred Jeretzkie was in charge of the Harris, Forbes work 
in our office, he was in the habit of working with Mr. Dodds of the 
Reed office in Pittsburgh. 

And very often they would use local counsel on various issues. At 
the present time on municipal issues and governmental issues where 
they create an authority, it is the tradition that the corporate issuer 
selects the counsel who will give the opinion to the underwriter who is 
the successful bidder at competitive bidding, so that the underwriter 
has no selection in that counsel. 
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Senator Krravver. In other words, in this current case Dixon and 
Yates or the Mississippi Valley Generating Co. will select their own 
counsel, which I assume would be Mr. James, which would give the 
opinion on the validity and the legality of the transaction and you 
would not enter into that matter? 

Mr. Dean. We did not enter into the Dixon-Yates matter at all. 
The counsel for the Middle South, regular counsel, is Cahill Gordon. 
That is Mr. James’ firm. 

Senator Kerauver. Excuse me, Mr. Dean. Just a minute. 

Senator Butler, Mr. Dean was putting in some matters in the rec- 
ord. He was just explaining before we got our hearing started how 
Sullivan & Cromwell handled its legal transactions with the under- 
writers and with the issuers of bonds and stocks. 

Since Senator Butler is here, we might as well get our hearing 
started, but you go on and finish the matter you are talking about, Mr. 
Dean. 

Mr. Dean. The counsel for the Middle South Co., the general coun- 
sel of the Cahill Gordon firm, of which firm Mr. James is a partner, 
the counsel for the Southern Co. was Winthrop, Stimpson, Putnam & 
Roberts, for which Mr. Hayden Smith was a partner. 

When you make a direct placement of securities with the life-insur- 
ance companies, the life-insurance companies themselves select. the 
counsel who are to give them the opinion on the issue. In this par- 
ticular case it was the Wilkie, Owens, Farr & Gallagher firm. 

Sullivan & Cromwell had no part directly or indirectly in connec- 
tion with this Mississippi Valley Generating matters, that is in con- 
nection with the financing or in connection with passing on the securi- 
ties or in connection with any phase of it. 

I might say that we had no communication directly or indirectly on 
this Mississippi Valley Generating with Mr. McDowell, except on the 
day that he was in open court, and Mr. Linsley was on the witness 
stand, June 13 to June 16, when we were there representing Mr. Linsley 
in his capacity as a witness. 

Senator Kerauver. Well, were you there representing Mr. Wenzell, 
too? 

Mr. Dean. Yes, we would have represented Mr. Wenzell. We did 
represent him on the 16th. The arrangement was that he was to have 
appeared on the afternoon of June 13, so that never came up on the 
13th. 

Senator Kerauver. When he did testify though 

Mr. Dean. Yes, sir, we represented him. 

Senator Kreravuver. That was on the 17th. 

Mr. Dean. The 17th. 

Senator Kerauver. Mr. Dean, Senator Langer will be back. He 
had to go to see about something for a few minutes, and Senator Butler 
said he will come back shortly. Do you wish to proceed at this time? 

Mr. Dean. Yes, if vou are willing, we are quite willing, too, Senator 
Kefauver. 

Senator Keravver. I was just thinking about trying to get this 
thing over with as soon as possible, so if it is all right, we will proceed. 

Well, Mr. Woods, when we quit yesterday, we were talking about 
your conferences with Mr. Joe Dodge. How long had you known Mr. 
Dodge and in what capacity and how well did you know him? 
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TESTIMONY OF GEORGE D. WOODS, CHAIRMAN, BOARD OF 
DIRECTORS, FIRST BOSTON CORP.—Resumed 


Mr. Woops. I met Mr. Dodge during World War II, sometime 
between 1942 and 1945. At that time he was in one division of Army 
Service Forces Headquarters and I was in another division. Our 
contacts were irregular and infrequent. 

How well did I know him? I didn’t know him very well. I knew 
him well enough to talk to him. We knew each other in our jobs, 
so to speak. 

He ons that I was, after the war, back in the securities business, 
and I knew that after he had done his job in the war and subsequently 
in Japan, that he was back with the bank in Detroit. But I didn’t 
know him well. 

Senator Krerauver. Well, had First Boston done any business with 
Mr. Dodge or his bank, the First National Bank of Detroit, I believe, 
wasn’t it? 

Mr. Woops. I have forgotten the name of the bank. I don’t know. 
I would feel that we had done no business with Mr. Dodge personally. 
I would be surprised if we hadn’t done some business, Government 
bond business, with the bank of which he was the head, but I do not 
know. It is a big bank, and we do business with most big banks. 

Senator Krrauver. And on what type of occasions had you seen 
Mr. Dodge prior to the time you went to see him in May 1953? 

Mr. Woops. I don’t think I had seen him since the war. 

Senator Kerauver. Mr. Woods, let’s get as accurately as we can 
just exactly what you said to Mr. Dodge, and what Mr. Dodge said 
to you when you went to see him on May 11, I believe, 1953. You 
called on him at the Bureau of the Budget offices? 

Mr. Woops. I did. 

Senator Krrauver. And just what did you say to Mr. Dodge? 

Mr. Woops. I said to Mr. Dodge that as a citizen I was thoroughly 
in accord with the announced policies of the Government in the matter 
of getting the United States Government out of business, in the matter 
of cutting back or eliminating unessential expenditures, and I wanted 
him to know that if there was anything that I could do to assist and 
help in furthering that policy, I would be happy to do it. 

Senator Kerauver. You and he were on a first-name basis, Joe and 
George. 

Mr. Woops. My recollection is that I presumed to call him Joe, and 
naturally he called me George. 

I really don’t know whether he said George before I said Joe, or 
vice versa. As you well know, Senator, the business of first names 
here in Washington doesn’t necessarily indicate a degree of intimacy 
as much as it does of ease of conversation. 

Senator Krrauver. Now, outside of this general matter that you 
were talking with him about of wanting to help, offer your assistance, 
and do more than lip service in connection with the attitude of the 
new administration, you talked with him about this power matter 
generally. What do you have to say about that, Mr. Woods? 

Mr. Woops. Well, again I said that I was thoroughly in sympathy 
with trying to work out a means and a procedure for financing the 
additions and extensions to these public power developments that had 
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been undertaken, largely as a byproduct of navigation, irrigation, and 
flood-control projects, by using private capital rather than by continu- 
ing to use United States Treasury funds. 

Senator Kerauver. And specifically the power, flood control, navi- 
gation project that you were talking about was the Tennessee Valley 
Authority. 

Mr. Woops. That is correct. 

Senator Keravver. And that was what you had in mind when you 
came to see Mr. Dodge? 

Mr. Woops. I had that in mind. I wouldn’t say exclusively. 

Senator Krerauver. Just what did you tell him about your idea 
in connection with the TVA? 

Mr. Woops. My recollection is that I told him that if there was a 
concerted effort by the career men in the TVA and the qualified engi- 
neers, lawyers, and financial people, it should be possible to devise a 
procedure wher eby the additional generating capacity which ientened 
to be necessary in the area, and w ould continue to be necessary, could 
be provided without recourse to the United States Treasury funds. 

Senator Kerauver. And what did you tell him your program in 
that connection was 4 

Mr. Woops. I don’t believe I had a program. I certainly didn’t 
give them a program, Senator. 

My feeling about this has always been since I have been thinking 
about it, that the only way to evolve an intelligent workable program 
is to get the team working on it. I really haven’t had a program and 
I didn’t have one then, and I haven’t one now. 

Senator Krrauver. And even then you got around to the discus- 
sion of money rates and interest rates, you said ¢ 

Mr. Woops. I am sure we touched on money rates. Whenever a 
Government official in the financial end of the Government gets to- 
gether with a banker, especially one that deals in Government bonds, 
we touch that subject up slightly, but it wasn’t with any particular 
objective. 

Senator Kerauver. That was language you and Mr. Dodge both 
understood, he having been a banker 

Mr. Woops. That’s correct. 

Senator Krrauver. And you in the investment securities business. 
What was said about money rates? 

Mr. Woops. Well, at that time, if my memory serves me, money 
rates were hardening, that is, interest rates were going up a little bit, 
but I can’t tell you precisely what was said. Money 1 rates to bankers 
are just a normal subject of conversation, and we talked about the 

rates at the time. 

Senator Kreravver. Did you tell Mr. Dodge that you thought that 
future expansion in the handling of the TVA’s needs or the needs 
in that area would be handled by private financing? 

Mr. Woops. I don’t remember saying that to him; no, sir. 

Senator Kerauver. Was that the ‘general idea that you were talking 
about ? 

Mr. Woops. No, sir. The general idea that I was talking about was 
the desirability of getting a team together to see which was the best 
way to approach this problem and come up with an answer. 
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Senator Kerauver. Did you recommend to Mr. Dodge that he 
ought to get the TVA people in to work on this team and that the 
pros and cons ought to be heard? 

Mr. Woops. No, sir; I don’t believe I made any such recommen- 
dations. 

Senator Krerauver. Well, was it your idea that somebody work on 
it secretly without any body else outside knowing what they were 
doing, and having a chance to present other sides of the proposition ? 

Mr. Woops. No, sir. 

Senator Krrauver. You are aware of Mr. Wenzell’s testimony 
that he and he alone sat down and worked out this whole scheme, 
this whole plan, pursuant to your original conversation with Mr. 
Dodge, and that neither the TVA people, the people from the valley, 
the city of Memphis, no Congressman, nobody with the TVA who had 
charge of the matter, was ever called in to present their point of view 
in connection with the program Mr. Wenzell worked out pursuant to 
your conversation, You are aware of that, are you not! 

Mr. Woops. I have read parts of Mr. Wenzell’s testimony, and I 
did happen to read that point. 

Senator Kerauver. That doesn’t sound like calling in TVA ex- 
perts that you have alluded to here. 

Mr. Woops. No, it certainly doesn’t. I repeat, however, that I just 
testified that I didn’t make any suggestions to Mr. Dodge. I was 

saying what was in my own mind. 

‘Senator Kerauver. Then you don’t think they carried this out in 
the proper way with Mr. Wenzell, do you, Mr. Woods? 

Mr. Woops. Oh, I wouldn’t say that, Senator. 

I have no firsthand or any other kind of knowledge of the particu- 
lar problems that Mr. Dodge and his associates have in the Budget 
Bureau, and I wouldn’t venture an opinion on whether they carried 
it out properly or not. I have confidence in them. I would be in- 
clined to think they did the best they could. 

Senator Kerauver. Don’t you think in line with your idea about 
it, that having Mr. Wenzell working on the matter as an expert, the 
experts from TVA and other lawyers and financial experts ought 
to have been called in for what you referred to yesterday as a summit 
meeting ? 

Mr. Woops. That is my own idea. 

Senator Keravver. In other words, you think it is somewhat un- 
fair just to have one expert from the First Boston Corp. or from any 
other investment banking organization work out a plan without 
giving the other side, and the people affected, a chance to present 
their viewpoint, don’t you think so? 

Mr. Woops. Well, I don’t know that I can say that I think it is 
unfair. 

In all these things, Senator, I am sure you will agree somebody 
has got to make a beginning, and one of the greatest things in life 
is to get the first draft, and then everybody can go to work on it and 
do something about it and perfect it. 

I would say that Wenzell made the first draft, and I would say 
that what is going on here is sort of going after it, and I hope in due 
course it will be perfected. 

Senator Krerauver. Well, Mr. Woods, you are aware of the fact that 
this draft was held very secretly and was about the hardest thing 
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that we were ever able to get hold of. You know that, don’t you, Mr. 
Woods? 

Mr. Woops. I don’t know of my own knowledge. I read about that. 

Senator Kerauver. You knew it was refused to us until we exerted 
very strenuous pressure. A first draft, if it is going to be of any 
value and if it is going to be fairly presented, ought to be circulated 
around to TVA, to the people in the valley, to everybody who is 
interested to get an accumulation of their viewpoints, and not just 
take the viewpoint of the professional expert who got up the first 
draft. Don’t you think that’s right? 

Mr. Woops. Well, I understand what you are saying. I have no 
particular difference of opinion on the basis of the knowledge I 
have, but I must repeat again I am not intimately familiar with the 
problems of the Bureau of the Budget. 

Senator Kerauver. Well, the First Boston seemed to be willing to 
give it to us, but it was the property of the Budget Bureau. We 
couldn’t get it from them. If anybody is going to base a policy upon 
a finding, then other people who know about the matter ought to 
have a chance, particularly when they are the operating agency, to 
discuss and present their viewpoint. 

It shouldn’t all be done in secrecy with only one side and one view- 
point being considered, should it, Mr. Woods? 

Mr. Woops. Senator, I don’t feel qualified to express an opinion 
about the way the executive branch of the Government has been run 
in this matter. I am just not qualified and I am unwilling to express 
an opinion. 

Senator Keravuver. But that is not what you would have done. You 
would have tried to get this team of experts in from the TVA as well 
as Mr. Wenzell, wouldn’t you, Mr. Woods? 

Mr. Woops. Knowing nothing about the internal problems in the 
Budget Bureau, that is my instinct. What I might have done if I 
had the responsibility there, I just don’t know, because I don’t know 
what the situation was. 

Senator Keravuver. Now, just what did Mr. Dodge say to you and 
say he wanted you to do, in response to your offer of help? 

Mr. Woops. Well, he expressed appreciation. He expressed the 
viewpoint, after thinking about it—it wasn’t spontaneous—he ex- 
pressed the viewpoint that he did have some difficulty in getting 
certain facts and figures with respect to some aspects of the TVA 
question together in a brief, concise memorandum, and said that if 
I knew of anybody who is qualified to study and present those facts 
briefly, why, he would like to hear about it. 

Senator Kerauver. He said he would like to have a memorandum 
like a banker, something he could understand like he had at the bank. 

Mr. Woops. As I said yesterday, I remember him saying that where 
there was such substantial sums of money involved, in running his 
own bank he would have a concise memorandum of what the facts 
were that was readily understandable, and he just wished that he could 
have such a memorandum in connection with the problem that was 
then before him. 

And if I knew of anybody that was qualified and equipped to collect 
the facts and present them concisely, why, on my offer to help, he 
would appreciate it if I would let him know of such a citizen. 
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Senator Kerauver. And you told him you knew the man right then, 
you had him in mind, who could help? iy nite 

Mr. Woops. Well, I said to him we had a man in our organization 
that, goodness knows, was qualified, and I would like to kind of think 
about whether we could make him available, see what he was up to, 
what he was doing, and also to see whether he would be willing to take 
some time to prepare such a memorandum. 

And I did have in mind right there and then Mr. Wenzell, because 
I did feel that he was peculiarly equipped to do that job. 

Senator Kerauver. Did you mention Mr. Wenzell to Mr. Dodge? 

Mr. Woops. I believe I did; I believe I did. I believe I gave him 
his name. 

Senator Kerauver. Now, the general idea was not that you and 
Mr. Dodge and Mr. Wenzell were there at that time not to carry the 
TVA on as it had been with appropriations, but to get up some new 
method of financing and getting private industry aspect into the 
financing and getting money for the expansions and whatnot of the 
TVA? 

Was that the general purpose of what was going to be done? 

Mr. Woops. Well, I can’t speak for Mr. Dodge or Mr. Wenzell, but 
as far as I was concerned, I repeat 1 was in sympathy with the 
announced policy of the Government, and I was offering services in 
any fashion that anybody wanted to use them to effectuate those 
policies: 

Senator Kerauver. Then that was the purpose that you had in 
making Mr. Wenzell available, to perpetuate this new idea that you 
have talked about ? 

Mr. Woops. I would answer that in the negative. The purpose 
I had in making Mr. Wenzell available was to accede to Mr. Dodge’s 
request for help in the gathering of facts and the presentation of those 
facts ina brief, understandable memorandum. 

Senator Krrauver. Then you came back to another conversation 
with Mr. Dodge about the Tennessee Valley Authority? What did 
he say he wanted to do about the TVA ? 

Mr. Woops. I don’t remember that he told me what he wanted to 
do, Senator. I don’t believe he did say what he wanted to do. 

Senator Krravuver. Well, what facts did he give you about the 
present problem that he was having with the TVA ? 

Mr. Woops. My recollection is that the problem was that there 
seemed to be clear evidence that theré was a growing demand for elec- 
trical energy in the area. There seemed to be clear evidence that the 
only way to satisfy that demand was through the construction of 
steam generating capacity. 

The problem was, is the demand going to be as great as is stated ? 
Is the best way to satisfy it with steam generating capacity? What 
is likely to be the cost of that capacity? What is likely to be the rate 
of return among its investors ? 

That is my recollection of the general problems that Mr. Dodge 
outlined. 

Senator Keravuver. Well, you knew that Mr. Dodge had a problem 
right at that time about TVA. You testified to that yesterday, that 
you had read it in the papers, didn’t you, Mr. Woods? 

Mr. Woops. That is correct. 
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Senator Kerauver. Do you think it is a coincidence that you would 
come down to talk with him about the TVA just at the time he had a 
problem? Was it the problem that you had been reading about in 
the paper that caused you to pursue Mr. Dodge and come down and 
talk with him ? 

Mr. Woops. Oh, I daresay that has something to do with it. I 
daresay it did. It must have. 

Senator Keravuver. Well, isn’t it a fact that you pursued Mr. Dodge 
and asked to come down to see him, talk with him, because the TVA 
issue was hot at that time and this offered the best opportunity 
that you thought to carry out this program of getting the Govern- 
ment out of business and getting private enterprise into the TVA 
business, or rather into the TVA area ? 

Mr. Woops. I am thinking, because I must say I don’t have in the 
forefront of my recollection of that time, the beginning of 1953, the 
first 6 months of 1953, that the TVA issue was, as you say, hot. 

If it was hot, then I don’t disagree with what you say, Senator. 
It was in my mind and I had been reading about it, and I came 
down to talk about it. 

Senator Kreravuver. Well, I think that would be true because this 
general problem, general attitude of the administration, had been 
announced in January, in February. 

Nothing caused you to move then, but along in May when the matter 
was up here in Congress, being hotly debated, and the TVA issue, as 
to what was going to be done, whether carried on by appropriation 
or whether sold or further financed by private capital was a hot issue, 
and you felt that that presented the occasion and the issue for you 
to come in with your help for getting the Government out of the 
business, and private industry in. Do you think that is a fair 
statement ? 

Mr. Woops. Not entirely; no, sir. 

Senator Keravuver. Well, just tell us what part of it isn’t. 

Mr. Woops. I was out of the country largely in February and March 
of that year, so that the inference that is present when you say I 
didn’t get down here until May isn’t of any particular moment. 

When I came back, after being away for 6 or 7 weeks, I had quite 
a few things that needed attention. I think the early part of May 
was probably an orderly, normal course of business time. That 


wouldn’t have been true if I hadn’t been out of the country for 6 or 7 
months. 


Senator Krerauver. You see the thing about it is, Mr. Woods, that — 


about that time you vigorously called and tried to contact Mr. Dodge. 
You hadn’t done it prior to that time. 

Mr. Woops. As I say, I had been away most of February and March, 
and I am so constituted that when I get an idea and want to do some- 
thing about it, I go at it rather vigorously. I just called Mr. Dodge 
and asked for an appointment. 

Senator Kerauver. Here is a call for May 6; you called Mr. Dodge, 
May 8 you called Mr. Dodge, and May 11 you called to make certain 
that your conference was firm on the day that you were going to come 
down. 

Mr. Woops. That’s correct. I apparently called Dodge on the 6th, 
and then I called him again on the 8th, and I would reconstruct this 
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by saying that on the 8th we made a date subject to confirmation on 
the morning of the 11th. 

We made a date for the afternoon of the 11th, and either he or I 

said, “Let’s check in with each other before I catch the plane.” 

I checked in with him on the 11th. 

Senator Krerauver. And then you went back to New York and 
talked with Mr. Wenzell about—just tell us what you said to Mr. 
Wenzell. 

Mr. Woops. I told Mr. Wenzell that I had visited with Mr. Dodge 
in Washington. I am sure I outlined the reasons for the visit just 
as I have outlined them here yesterday and today. 

And I told Mr. Wenzell of Mr. Dodge’s request for assistance in 
the preparation of a brief memorandum setting forth the facts, and 

I asked him if he was so situated with respect to other business that 
+ could give some time to Mr. Dodge, provided some of my associates, 
particul: rly Coggeshall and Linsley, agree with the idea of m: aking 
him available. 

My recollection is that Wenzell said, “Yes,” he could make himself 
available. He would need a little time, but he could. 

Then my recollection is that I cleared it with my associates and then 
called Dodge back and said I could have Wenzell come down so he, 
Dodge, could look him over. Dodge wanted to meet the fellow and 
have some of his associates meet him. He just wouldn’t take a pig ina 
poke. 

Senator Keravver. Well, you apparently called Mr. Dodge on May 
13, then, and told him that Mr. Wenzell was available. 

Mr. Woops. I would recenstruct that 13th by saying that is when I 
‘called Mr. Dodge back and said, “Wenzell is available, and if you 
want to meet and talk with him, why, he can come down to W ashing- 
ton, and then you can decide whether he meets your specifications.” 

Senator Kerauver. You told Mr. Wenzell generally what he would 
be expected to do in the TVA, or some other public power area to get 
up the facts and work out a plan or suggestion as to how private enter- 
prise could handle the future expansion or what could be done with it, 
in line with ep and Mr. Dodge’s conversation ; is that correct ? 

Mr. Woops. I am sure I gave Wenzell a very brief outline of what 
Dodge had nid to me, but I doubt very much, Senator, if I went to 
as much detail as you have, because I ‘remember saying to Wenzell, 
“If Dodge likes the cut of your jib, and you think you can get t along 
with him, he will tell you what to do. You will then go to work for 
the Director of the Bureau of the Budget and you will be doing as 
he requests. e 

Senator Keravver. Well, you already knew Mr. Wenzell’s general 
attitude about what might be done in future expansion of the TV: A, 
which was, as you have said yesterday, in line with your own general 
attitude. 

Mr. Woops. That is correct. 

Senator Krerauver. And Mr. Wenzell was not sent down here for 
the purpose of carrying on the TVA as it had been with appropria- 
tions from Congress, but for the purpose of working up a new plan 
so that private business or enterprise could handle the expansion of 
the future program ? 

Mr. Woops. I disagree with that wholly, Senator. 
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Senator Krrauver. Well, then, just what was he sent down here to 
do? 

Mr. Woops. Mr. Wenzell was sent down in accordance with Mr. 
Dodge’s request, to assist.in the illumination of certain facts, present- 
ing them in a br ief, orderly fashion for Mr. Dodge’s benefit. 

Mr. Krrrre. What facts? 

Senator Kerauver. Mr. Woods, don’t you think that just getting 
up the facts, that certainly they had people in the Government or the 
TVA themselves had all'the facts about the operation? The facts 
were available to everybody, don’t you think so? 

Mr. Woops. I have no opinion about that, Senator. 

Senator Krerauver. Well, you know in the annual report of the 
TVA, in the appropriations hearings, insofar as the facts about it, 
everybody knows the facts, how much they owe, how much they have 
invested, how much has been appropriated, how much tax replace- 
ment they paid. Everybody knows the facts, so it must not just have 
been the facts that you and Mr. Wenzell were interested in, and Mr. 
Dodge. 

Mr. Woops. Well, I think if you limit facts to statements and figures 
and statistics with respect to past performance, I agree with what you 
have just said, Senator. 

However, I think probably I would include the facts with respect 
to the estimated future demands for power, the facts with respect to 
the cost of additional steam capacity, the facts with respect to the 
estimated earnings on those additions. 

Perhaps all those things were available. I really don’t know. 

Senator Krravver. Don’t you think if you wanted a neutral, dis- 
interested party to assemble facts of that sort, that the Federal Power 
Commission would have been the logical one? That is their business, 
isn’t it? 

Mr. Woops. I think the Federal Power Commission, yes, would 
have been fairly well informed on the subject, and certainly the Fed- 
eral Power Commission would have people that are experienced in 
the matter. 

I rather trip over your expression “fair.” I don’t know that the 
Federal Power Commission would have been any fairer than Mr. Wen- 
zell. It is awful hard to know what fair is, don’t you know? Every- 
body is human, and they have a viewpoint. 

Senator Krravver. At least the Federal Power Commission would 
have been an agency operating out in the open. Mr. Wenzell operated 
in secrecy. 

Mr. Woops. I have no opinion about that. 

Senator Kerauver. Well, you know that he did operate in secrecy ? 

Mr. Woops. No; I can’t say that I know that. I have heard it said. 

Senator Keravy ER. Well, you haven’t seen any evidence that he 
didn’t operate in secrecy. 

Mr. Dean. Oh, yes. 

Mr. Woons. I haven’t seen any evidence one way or the other, Sen- 
ator. I just got here yesterday, and I am doing my best to answer 
your questions. 

Senator Kerauver. Now, what would Mr. Wenzell know about the 
power needs down in the Tennessee Valley area? 

Mr. Woops. I have no opinion about that. 
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Senator Kerauver. Well, that is what you said he was going to make 
a report on. 

Mr. Woops. I think I said that was one of the questions that Mr. 
Dodge wanted some information on. 

Senator Keravver. Well, how would Mr. Wenzell be able to give 
him information ? 

Mr. Woops. I have no opinion on that. 

Senator Krrauver. You are aware of the fact that Mr. Wenzell 
talked with no one, he didn’t consult with the TVA, he didn’t go down 
to the valley, he didn’t talk with any outsiders at all, the Federal 
Power Commission, or anybody, and yet he got up a report. 

Mr. Woops. I must say, Senator, that while I haven’t read all of Mr. 
Wenzell’s testimony, the little I have read would certainly contradict 
almost everything you have just said. 

I put the “almost” in because I got out of the parts of his testimony 
I read, his statement that he did not go to the valley, but when you say 
he didn’t talk to anyone, you rather create the illusion that he operated 
ina vacuum. I must say I didn’t get that impression from his testi- 
mony, but that is what makes horse races. 

Senator Krravuver. But anyway, he didn’t talk with anybody who 
had charge of the management of the agency. He didn’t talk with 
anybody who had any interest in the matter down there, that is, the 
officials of any cities or communities in the valley. 

As to who he talked with in the Bureau of the Budget, I don’t know, 
but his own testimony is that he got the information and got the report 
up himself. Of course, his testimony stands on its own footing. 

But then, did you keep in touch with Mr. Dodge about how he and 
Mr. Wenzell were getting along? 

Mr. Woops. No, sir. 

Senator Kerauver. Did you talk with him again ? 

Mr. Woops. After May 1953, I don’t believe I saw Mr. Dodge again 
until I casually met him out at the Bohemian Grove meeting last year. 

That would be the end of July 1954. And we certainly didn’t talk 
TVA then. 

No, I never did talk to Mr. Dodge on the subject of Wenzell or what 
he was doing. I had loaned Mr. Dodge a man, and that was that. 

Senator Krrauver. Well, during this summer now, didn’t Mr. 
Wenzell come down, I believe, on May 20, and start his study, May 20, 
1953, and he worked intermittently until September 1953, some time in 
September? Did Mr. Wenzell keep you advised when he would return 
to New York, about what he was doing and how he was getting along? 

Mr. Woops. Very, very briefly, Senator, he didn’t report to me or tell 
me in any detail what he was doing. I had loaned him to Dodge, and 
he was Dodge’s man. 

I, sometime toward the end of the summer, began to hound him a 
little bit because, I must say frankly, I hadn’t realized that the task 
was going to be so time consuming. I felt that he was staying longer 
than I had contemplated when I acceded to Mr. Dodge’s request. to 
loan a man. 

Senator Kerauver. As a matter of fact, he wasn’t there during that 
summer a tremendous number of days, probably 12 or 15. He would 


work a day, then go back, and you would see him on the occasions when 
he would come back to New York. 





540 POWER POLICY 


Mr. Woops. I saw him through the summer irregularly. Whether 
I saw him every time he came back to New York or not, I just don’t 
know. 

Senator Kerauver. Would he tell you in general just what he was 
doing and what progress he was making? 

Mr. Woops. Once or twice I asked him when he was going to be 
finished with this thing of Dodge’s. He was rather indefinite about 
it. He didn’t discuss with me in very great detail the task he was 
executing. 

Senator Kerauver. Just what did he tell you about it, Mr. Woods? 

Mr. Woops. He told me he was gradually getting some facts to- 
gether, and he hoped—it was always in another few weeks—that he 
would be finished and be back with us. 

Senator Kerauver. Getting facts together about what ? 

Mr. Woops. He didn’t say, ‘other other than I knew he was on TVA 
matters. 

Senator Krrauver. Well, you knew he was working on TVA mat- 
ters, and what did you understand from him that he was doing about 
TVA matters? 

Mr. Woops. I understood very, very little. I knew in no detail about 
what he was doing. I was busy on a dozen and one things on my 
own job, and he wasn’t working on First Boston business. 

He was working for Dodge, “and my principal interest in Wenzell 
was to find out when he was going to get the job finished and come 
back to work. 

Senator Kerauver. Mr. Woods, you testified yesterday that you 
didn’t believe in just giving lip service, that you wanted to do some- 
thing substantial to re: eally help. 

Mr. Woops. That’s right. 

Senator Krravver. And what you did substantially to really help 
was to send Mr. Wenzell down here, so it would only be natur: al that 
you would keep up with how your substantial help was coming along, 
whether you really were being of substantial help or not, don’t you 
think? 

Mr. Woops. Oh, I really don’t think so. I offered to help Mr. 
Dodge, and at his request for assistance, it took the form of a man 
that “might be qualified to do a certain job. I offered him a mun. 

He saw fit to accept him after talking about it. There wasn’t any- 
thing further for me to do on a day-to-day basis, at least it didn’t 
seem to me there was. I didn’t do anything on a day-to-day basis. 

Senator Keravuver. Then when Mr. Wenzell finished his report in 
September, he came back to New York full time; did he report to you 
then, or did you ascertain that he had finished his report ? 

Mr. Woops. Yes; I knew that he was back and that he had sub- 
mitted a report. 

Mr. Keerrr. Mr. Hughes’ letter, Mr. Woods, to Senator Lister 
Hill speaking of what Mr. Wenzell did, said: 

Mr. Dodge advises me that Mr. Wenzell was engaged as a technical expert 
to advise the Director of the Budget regarding the accounting system of the 
Tennessee Valley Authority, particularly as to comparison of its annual reports 
of earnings with those of private industry which has different reauirements 
as to taxes, interest, ete. 

Mr. Wenzell was requested to analyze and explain the differences in the two 


types of accounting systems, and their significance in measuring real results. 
Mr. Wenzell was also asked to review the allocation system of the distribution 
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of cost between power, navigation, flood control, and other purposes concerning 
which the Bureau of the Budget makes recommendations to the President. 

a you regard that as an accurate description of Mr. Wenzell’s 
wor 

Mr. Woops. No opinion. 

_Mr. Keerre. Was that what you intended he should do from your 
discussions with Mr. Dodge? 

Mr. Woops. I had no intentions. I merely was acceding to Mr. 
Dodge’s request to make a man available that could dig into the facts 
and report to him. 

When Wenzell was acceptable to Dodge, I was finished. I didn’t 
attempt to follow what he was doing from day to day, and I certainly 
would have no idea whether what Mr. Hughes says in that letter is an 
accurate or an inaccurate description of what he did. I have no way 
of knowing. 

Mr. Keerre. Is Mr. Wenzell an accountant? 

Mr. Woops. As far as I know, he is not a certified public accountant. 
On my own experience, I would take his judgment on accounting 
questions to a very, very large extent. I would take it in preference 
to some few certified public accountants that I have had to deal with. 

Mr. Keerre. Did your discussions with Mr. Dodge contemplate 
mere accounting ? 

Mr. Woops. Mere accounting? I would say what Mr. Dodge out- 
lined to me included some qualifications for finding a way in and 
around figures. 

Mr. Kererre. There was a discussion as I remember your testimony, 
sir, with respect to cost of money, wasn’t there? 

Mr. Woops. There was a discussion with respect to the money mar- 
ket. When you say “cost of money” to a inandtiees you imply the cost 
of money with respect to a given set of facts. 

There was no given set of facts, so there was no discussion of the cost 
of money in the sense of that expression that I understand. 

There was a discussion of the money market, Government bonds 
going to be at a lower rate of interest or a higher rate of interest. 

And Mr. Dodge knows and I know that when you talk about the 
market for the basic commodity in the bond market, i. e., Government 
bonds, or inferentially talking about all the securities that are under 
that, but cost of money on a project, no, I didn’t discuss it with Mr. 
Dodge. 

Mr. Keerre. It is certainly a basic element, though, if the TVA part 
of it was to be financed by private industry, that was a basic considera- 
tion that Mr. Dodge had before him; wasn’t it ? 

Mr. Woops. Well, if Mr. Dodge had before him the question of 
whether TVA was to be financed by private industry, as you have put 
it, then that would have been an important consideration. 

Mr. Keerre. And that was part of your discussion with Mr. Dodge. 

Mr. Woops. Are you asking me or telling me? 

Mr. Keerre. Yes, I am asking you. 

Mr. Woops. I would say it was a very small part, a very small part. 

I can’t seem to somehow or other get across this table that I did not 
telephone Mr. Dodge, ask for an appointment to come down here to 
Washington for the express purpose of, as the chairman says, at fre- 
quent intervals, breaking up the TVA, interfering with the operation 
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of the TVA, upsetting the team, which I regarded extremely highly, of 
career men in the TVA. 

I came down here, if I may say it again, because I believed in 
the policies that were being announced by this new administration, 
and I wanted to say “if there is anything that I can do to help further 
those policies, I want to do it.” 

When I said that out of the conversation came the idea that Mr. 
Dodge would like to have a person qualified to prepare a memoran- 
dum on the facts with regard to some phases of TVA, I thought of 
my associate, Wenzell. 

I subsequently asked him if he was so fixed in our own organi- 
zation so he could take some time. He was. I talked to my asso- 
ciates, and I made him available. 

Now all the rest of this, my dear sir, is surmise on the part of 
people here in Washington I seem to have some difficulty in 
persuading. 

I am afraid I am at the point of trying to persuade you gentlemen 
that I came down here bona fide sincere. It was not to scare up 
more business for the First Boston or the financial community in 
general. If that was a byproduct, why, fine. I beg your pardon, 
Senator? 

Senator Kerauver. We know you came down sincerely. Is this a 
fair summary of the situation ? 

You had read about and you had heard about and in particular 
reference to TVA you had read about or heard about the general 
program of the administration to get the Government out of business 
and to get private enterprise into business. 

You talked particularly about the Tennessee Valley Authority in 
connection with that attitude with Mr. Dodge, and in furtherance 
of this general program you loaned him Mr. Wenzell, who came down 
to get up the facts and a study and to make an objective study in 
furtherance ofthat purpose. Is that a fair summary of your attitude? 

Mr. Woops. No; I don’t think so. 

Senator Krerauver. Well, in what respect is it not ? 

Mr. Woops. I did not loan him Mr. Wenzell in the furtherance of 
that purpose that you outlined, that is, as you stated, to get private 
industry into this Government power business. 

I loaned him Mr. Wenzell because he had indicated a desire to have 
the use of a man with certain qualifications. 

T felt Wenzell had those qualifications, and I wanted to do what- 
ever I could do to help Mr. Dodge perform his function in this United 
States Government. 

These questions of my feeling with regard to the United States 
Government or political subdivisions in the power business are sepa- 
rate from that, Senator. 

Senator Kerauver. But they do have some remote connection, any- 
way, don’t they, Mr. Woods? 

Mr. Woops. I think I would answer that in the affirmative. If I 
hadn’t been in favor of the Government’s announced policy, why, I 
certainly wouldn’t have come down here and offered to do anything 
I could to help. 

Mr. Kerrre. Or you wouldn’t have sent Wenzell. 
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Mr. Woops. I wouldn’t have asked Mr. Weuzell to come down, if 
Mr. Dodge had not indicated he wanted a certain caliber of help, 
and I thought that Mr. Wenzell would provide that caliber of help. 

Senator Keravuver. In any event, Mr. Wenzell I suppose told you 
briefly, or did he tell you briefly, something about his report when 
he came back in September ? 

Mr. Woops. Very briefly. 

Senator Kerauver. Very briefly. What did he say about it? 

Mr. Woops. I remember I had a little bit of difficulty that you said 
you have had. I tried to see a copy of that report for 3 or 4 or 5 weeks. 

Mr. Wenzell had the idea, which was quite proper, that he worked 
on that as an individual for the United States Government, and there 
weren't copies available whatever, and I didn’t see the report for quite 
a while. 

Senator Krerauver. When did you see the report, Mr. Woods? 

Mr. Woops. I hesitate to hazard a guess. If the report was finished 
to September, which I understand from what you say 1s approximately 
the date it was finished, in September of 1953. Perhaps I saw it by 
December. 

Senator Krerauver. And where did you see it? 

Mr. Woovs. I am sure I received it in my office. My custom with 
that type of thing is to put it in a bag and catch up with that reading 
on the weekend at home. I am quite sure I read it at home the suc- 
ceeding weekend. 

Senator Keracver. Who did you get the report from ? 

Mr. Woops. Mr. Wenzell. 

Senator Kerauver. Well, in any event you had some trouble get- 
ting it for a few weeks, but you did get it from Mr. Wenzell. I sup- 
pose the reason you wanted to get it, you wanted to see what was in it. 
Wouldn't Mr. Wenzell tell you what was in it generally ¢ 

Mr. Woops. I dare say he would have. 

Senator Kerauver. Well, did he tell you? 

Mr. Woops. I don’t remember that we touched on it particularly. 
I said, “Sometime I would like to see a copy of that report,” and 
eventually I saw a copy of it. 

Senator Krravver. What did you want to see it for, Mr. Woods? 

Mr. Woops. Sheer curiosity. 

Senator Kerauver. Just to read it for the fun? 

Mr. Woops. Well, fun and education. 

Senator Kerauver. Anyway, what did you think about the report 
when you saw it / 

Mr. Woops. I thought it was an excellent report. 

Senator Krrauver. You agreed with it? 

Mr. Woops. I did. 

Senator Kerauver. And you thought the alternatives and the gen- 
eral proposals made by Mr. Wenzell were excellent ¢ 

Mr. Woops. I thought it was an excellent report. Like all those 
things as I said a few minutes ago, you have got to make a start, and 
I think that was a start. 

I don’t think it is perfection. I think if I were on a body here in 
Washington to adopt one of those alternatives, I would have difficulty 
in adopting any one of them as strictly as they are without change, 
but I think it is a good beginning. 
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Senator Krrauver. So you felt that Mr. Wenzell had done well 
the mission for which you loaned him to Mr. Dodge? 

Mr. Woops. I think probably Wenzell executed his function for 
Mr. Dodge satisfactorily. I think that because I know Wenzell and 
I think that because I never heard to the contrary from Mr. Dodge. 

I think the fact that they apparently called him up again in Jan- 
uary 1954 would indicate they had learned to have some respect for 
his viewpoints. 

Senator Kerauver. He had made himself familiar with it, and he 
knew what it was all about by a study he had made in September, and 
the fact that they called him in January showed they had confidence 
in him and his work. 

Mr. Woops. That’s correct. He is a man of experience and, given 
association with him, that fact is bound to become apparent. 

Senator Kerauver. Just when did Mr. Wenzell give you a copy 
of this report, Mr. Woods? 

Mr. Woops. I have already said, Senator, that I don’t know just 
when he gave it to me. 

Senator Krerauver. Well, was it 2 or 3 weeks after he came back? 
He came back about the 20th of September, I believe. 

Mr. Woops. When you don’t know, you just don’t know. I took the 
risk of saying a few minutes ago that I thought it was probably before 
the end of the year. And having said that, why, I will live with it. 
But when you start to press me down to weeks, I just can’t be precise, 
because I then can’t go on to days or hours. I just don’t know. 

Senator Keravuver. What did you do with the report when you got 
it after you read it? 

Mr. Woops. My recollection is I gave it back to him. 

4 ae Keravver. Is that part of the records of the First Boston 
orp. 

Mr. Woops. Mr. Dean advises me that we gave it back to the Bureau 
of the Budget. 

Mr. Keerre. May we have a statement as to when you did that, 
Mr. Dean ? 

Senator Keravuver. Just a minute. Let me see if I get the picture. 

You asked for a copy of the report and there was some reluctance 
or delay in getting it. You got one, you read and studied it, and you 
thought you gave it back to Mr. Wenzell, but Mr. Dean suggested to 
you that it was sent back to the Bureau of the Budget. Now, do you 
know which it was? 

Mr. Woops. I dare say it was both. 

Senator Krerauver. Given back to Mr. Wenzell ? 

Mr. Woops. And through him sent back to the Bureau of the 
Budget. 

Senator Kreravuver. But you don’t know whether it was or not? 

Mr. Woops. No, sir; I do not. 

Senator Keravuver. Well, now what business do you think you had 
with a copy of the report, Mr. Woods? If Congress cannot get a copy 
of the report and TVA cannot get a copy of the report, nobody can get 
a copy of the report, why should you, chairman of the board of the 


cite Boston Corp., get a copy of the report and be able to read the 
plan? 
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Mr. Woops. Senator, if Congress couldn’t get a copy of it and you 
couldn’t get a copy of it, I certainly don’t think I should have had a 
copy of it. I have got no quarrel with you on that at all. 

Senator Keravuver. You got special treatment in this matter then, 
did you not? 

Mr. Woops. Yes, one of the rare occasions when an investment 
banker gets special treatment. I did. 

Senator Krrauver. Well, then, that gave you a little inside informa- 
tion about what might be going to happen to the TVA too, did it not? 

Mr. Woops. Well, I don’t know how inside it was. But I won’t dis- 
agree with what you say as long as you say what might happen. 

Senator Kerauver. Well, anyway you knew that there were several 
plans. That one plan was a plan like the Dixon- Yates for companies 
on the periphery of the TVA to build plants with private financing to 
feed power. That was valuable information for you to have, was it 
not ? 

Mr. Woops. I can’t think possibly how it was of any value to me. 
Can we just take a second to have a meeting of the minds on what is 
meant by “valuable information”? Do you mean by that information 
that I might turn to my own advantage, moneywise ? 

Senator Krerauver. Well, you might be able to advise some of these 
utility companies or holding companies about what the thinking in the 
Bureau of the Budget was, what the plans were down there. Would 
not that be of some value? 

Mr. Woops. No, sir. 

Senator Kreravver. You don’t think so? 

Mr. Woops. No, sir. 

Senator Kerauver. Do you agree, in the overall, Mr. Wenzell had 
three alternatives, one of which was the Dixon- Yates type of program, 
which was a stopgap program ? 

sut he said that that was not the long-range satisfactory one, that 
the long-range satisfactory one was to form a Government corporation 
to build future steam plants, buy the electricity at the busbar, issue 
securities to be sold to the public, pay full interest, taxes, and then 
that eventually the public corporation would issue securities to reim- 
burse the Government for the investment it had in existing steam 
plants and dams allocated altogether for power. 

Did you agree with him on that overall program being the most ad- 
visable one? 

Mr. Woops. The public corporation thing? You lost me in there, 
Senator. 

Senator Kerauver. Yes. 

Mr. Woops. I am not prepared to express an opinion on which is 
the most advisable, because I just don’t think I know enough about 
it. 

Senator Kerauver. Or the Dixon-Yates plan. That was one of 
the other alternatives. 

Mr. Woops. Well, I am inclined to agree with Wenzell that that is 
a sort of a stopgap affair. I woulén’t think so much of that as 
permanent. 

Senator Keravver. Well, either one of those programs would be of 
advantage to the investment banking industry generally, would it not, 


Mr. Woods? 
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Mr. Woops. Either one of these programs? That is, the so-called 
Dixon- Yates type? 

Senator Keravuver. Yes, sir. 

Mr. Woops. Or the municipalities issuing revenue bonds to build 
their own plants? 

Senator Krravver. Or an overall corporation like the Port Au- 
thority in New York to issue securities to be sold to the public for the 
purpose of construction of future steam plants. 

Mr. Woops. And your question was? 

Senator Keravuver. That any of these proposals, either the Dixon- 
Yates type or the overall port authority corporation type, would be 
of advantage to the investment banking industry. 

Mr. Woops. To the extent that there would arise original issues of 
securities to be distributed. 

Senator Krerauver. Yes, sir, that is what I mean. 

Mr. Woops. Yes, I agree with that. I happen to think also that 
they would be of advantage to the citizenry of the United States gen- 
erally, but specifically also to the investment bankers. I concur. 

Senator Krerauver. Well, it would open up a large field where se- 
curities would have to be issued, and naturally it would be of advan- 
tage to the investment banking industry generally and naturally you 
would hope to get your share on some kind of basis. 

Mr. Woops. That is true, Senator. 

Senator Krerauver. Well, that is what we are trying to get at. 

Mr. Woops. I would like to add to that truth, if I may. 

Senator Kerauver. Yes, sir. 

Mr. Woops. I think that there is an advantage to having the cor- 
poration type of thing. Iam not sure that it is the best, but I think 
there is an advantage to having the corporation type of thing, because 
the corporation type would contemplate the payment of taxes by the 
corporation and it would contemplate the payment of taxes by the 
bondholders on the interest that they receive on their investment. 

The municipal political subdivision type of affair does not have 
what I consider the advantage to the general citizenry of the country 
that the operation would pay taxes and the investors would pay taxes 
on the interest they receive on their bonds. 

Of course, the present situation, Senator, has a divided allegiance 
so as to speak, in that presently the TVA does not pay the same taxes 
that other corporations do, but on the other hand, the securities that 
are issued to finance the TVA are such that the interest received by 
the holder is taxable, and I, of course, think that is a plus. 

If the city of Memphis issues securities or some of these authorities 
or districts issue securities to finance future additions in your area, 
the way the laws stand, presently the interest on those securities would 
be free of taxes. I think that is a disadvantage. 

And all I am saying here is that this is a difficult and a complex 
question that will take experienced and willing men a considerable 
period of time to weigh the advantages and disadvantages in each 
different method of proceeding. 

There is no one of them, in my judgment, that is Utopia. The 


object is to find a combination which would be to the greatest interest 
of the greatest number of people. 





POWER POLICY 547 


Senator Krrauver. Anyway, any of these alternatives were in your 
opinion better than the way it has been handled up to the present 
time by direct appropriations ? 

Mr. Woops. I don’t go so far as to say that I am 100 percent con- 
vinced that that istrue. I really don’t. 

I repeat, there is one advantage to the way it has been handled up 
to now, and that is to the extent that the money that has been put 
into the Tennessee Valley Authority by our United States Government, 
and that is substantial, has been raised through the sale of bonds, the 
interest on those bonds is taxed, and that is a plus. 

Senator Kerauver. You are talking about the general bonds of the 
United States Government ? 

Mr. Woops. That is correct. 

Senator Krerauver. TVA has never issued any bonds itself except 
those issued by the Commonwealth and Southern properties. 

Mr. Woops. Well, TVA itself, I agree with you, has never issued 
any bonds unless it has issued some in the matter of mechanics to the 
United States Treasury. But the city of Memphis, your city of 
Chattanooga, the other communities down there that have issued 
electric revenue bonds to buy their distribution systems, the pur- 
chasers of those bonds pay no taxes on the interest on them. 

If the city of Memphis proceeds, as they are thinking of proceeding 
according to the press, and gets out a hundred or so million dollars 
of revenue bonds, the way the law stands now, the interest on those 
bonds will be free of taxes. 

Senator Kerauver. Well, in any event you feel that whether it is the 
Dixon- Yates type of arrangement or whether it is the port authority 
Government corporation type of arrangement, when they issue bonds 
to be sold to the public, they ought to have to pay a tax on the interest? 

Mr. Woops. Yes. As a banker, I am in favor of having it fixed 
so that the operation of the property, regardless of the entity, the type 
of entity, pays taxes. 

And I am interested in having it fixed so that interest-bearing secu- 
rities and dividend-paving securities that are issued in connection with 
the construction and acquisition of the assets also are taxable in the 
hands of the investors. 

Senator Keravuver. I take it, Mr. Woods, that you thought that the 
Dixon- Yates type of arrangement which was finally followed was not 
too satisfactory, only as a stopgap measure ? 

Mr. Woops. That is my instinct, Senator, yes. 

Senator Keravuver. That is your instinct. And it would be better to 
try to work out some arrangement to hold the thing together as a unit 
rather than Dixon- Yates type, or rather than the municipalities do in 
trying to do it themselves? 

Mr. Woops. I would rather see the time taken to evolve a setup 
whereby the generating capacity, be it hydro or steam, was operated 
as a unit down there. 

Senator Kerauver. Well, that was Mr. Wenzell’s final recom- 
mendation ? 

Mr. Woops. Well, good for him. 

Senator Keravuver. After eliminating these alternatives. But now, 
Mr. Woods, in the latter part of 1953 you read the report, then in 


January Mr. Wenzell was called to come back. Did he get in touch 
with you about it? 
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Mr. Woops. Yes. He told me that the Bureau of the Budget had 
asked him to come back and spend a day or two, and I said go ¢ ) ahead. 

Senator Krrauver. And did he tell you what they had asked him 
to come back for ? 

Mr. Woops. I don’t remember that he did; no, sir. 

Senator Kerauver. You knew what it was for, did you not? 

Mr. Woops. Well, I assumed it was some tail end. 

Senator Krerauver. A continuation or something growing out of his 
study ? 

Mr. Woops. Something growing out of his previous study. At that 
time I might say, Senator, at the end of January 1954, I was cleaning 
up because I again was going away for a month or 5 weeks. 

Senator Krravver. On the 28th you went to India and you came 
back on March 16, on to your chronology here. 

Mr. Woons. That's it, in 1954, yes, 

Senator KEravuver. as then you returned to the United States in 
the middle of March 1954. And then, when was the next you knew 
something about Dixon-Yates or what had happened in connection 
with it? 

First, though, when Mr. Wenzell came down here, he brought Mr. 
Miller along with him in January. You knew that, did you? 

Mr. Woops. I can’t say that I knew it of my own knowledge. I have 
since learned it, and I am sure it is so, but I can’t say that I knew it of 
my own knowledge at that time. 

Senator Keravver. What is your interpretation of what Mr. Miller 
came for? 

Mr. Woops. I have none. 

Senator Kerauver. Did he come as a First Boston man or in what 
capacity did he come? 

Mr. Woops. I am sure he came as a First Boston man, because I 
never agreed, and as far as I know, nobody in First Boston Corp. 
agreed, to make Mr. Miller available as a consultant or anything else 
to the United States Government, and so he came for sure, as long as 
he came, as a part of First Boston organization. That is just 
deduction. 

Senator Krerauver. You were still here when they had this January 
20 meeting down here at the Bureau of the Budget, at which time 
there was some general agreement about what was going to be done. 
They were going to look to the periphery of the Memphis area to 
go into a Dixon-Yates type deal. You knew about that, did you not, 
or did Mr. Wenzel] tell you about it? 

Mr. Woops. No, I don’t remember that he did. 

Senator Kerauver. Did he report to you after he came back on the 
20th ? 

Mr. Woops. I don’t remember that he did, Senator. 

Senator Kerauver. Did Mr. Miller? 

Mr. Woops. No, sir. 

Senator Kerauver. Did you have any information about what took 
place down there ? 

Mr. Woops. In January 1954? 

Senator Kerauver. Yes. 

Mr. Woops. None that I recall. 

Senator Krerauver. You don’t recall? 

Mr. Woops. I was exceedingly busy getting away, I really was. 














POWER POLICY 549 


Senator Krerauver. Well, then you came back in the middle of 
March and what was your next connection with the matter, Mr. 
Woods ? 

Mr. Woops. I would think that some time within 3 or 4 weeks after 
I came back, I was brought down to date on it. I have no specific 
recollection. 

Senator Kerauver. Well, now, Mr. Wenzell testified that some- 
where along the line he was the mouthpiece for the First Boston Cor- 
poration there in the spring of 1954. 

Was that his assignment? Was he the mouthpiece, speaking for 
the First Boston Corp. in this matter? 

Mr. Woops. Well, I am checking the word “mouthpiece” of course. 

Senator Kerauver. That is his own word. 

Mr. Woops. It is amazing how these words come into our language 
through the activities of Senate committees, isn’t it? 

Senator Krerauver. Yes, it is. 

Mr. Woops. My recollection, Senator, is that Wenzell was working 

off and on with the Bureau of the Budget in January 1954. My cal- 
endar which is kept for me in the office indicates that I had lunch 
with Mr. Wenzell in April 1954 upon my return. I am sure he 
brought me down to date at that time. 
I believe that Mr. Wenzell was back as a Harris, Forbes man some- 
time—as a First Boston man sometime around the 15th, about around 
the middle of April 1954. That is about my best understanding of 
this set of facts. 

Senator Kerauver. You had lunch with him on the 12th of April? 

Mr. Woops. That is what my diary indicates. 

Senator Kerauver. And you think that he was back as a First 
Boston man around the middle of April? 

Mr. Woops. Yes. I kind of think that the occasion of our lunch 
was that he was sort of back and telling me about it. I can’t state 
that with definiteness. 

I don’t have lunch with Wenzell too frequently, I am sorry to say, 
and I think the occasion of that lunch was just that. He was back on 
the team, so to speak. 

Senator Kerauver. And reporting to you about what had taken 
place ? 

Mr. Woops. I am sure he gave me a rough rundown about what had 
been done. 

Senator Kerauver. From that time on you seemed to have had sev- 
eral meetings with Mr. Linsley, you had a meeting with Mr. Dixon 
which you talked about, and other meetings, and those meetings were 
in connection with the financing, I take it. 

Mr. Woops. Yes, sir. Those meetings were in connection with re- 
taining the First Boston Corp. in connection with the financing. 

Senator Kerauver. Just when was it you decided along this line 
that yor weren’t going to take any fee, Mr. Woods? 

Mr. Woops. Well, as I have previously testified, I think it was 
during the period of the discussions with Dixon when we were being 
retained. 

Senator Kerauver. That was sometime in April or along in there? 

Mr. Woops. I would say the end of April, the beginning or middle 
of May. 
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Senator Kreravver. Mr. Woods, you have furnished us a black book 
memorandum which is signed by you which we will make exhibit 93. 

(The document was marked “Exhibit 93” and will be found in the 
files of the subcommittee. ) 

Senator Keravuver. I think we ought to have the whole thing read. 
Counsel, will you read it ? 

Mr. Kererre. (reading) : 

Black book memorandum: Mississippi Valley Generating Co.: 

It is planned to organize this company for the purpose of building a power- 
plant on the Mississippi River opposite Memphis. Its sponsors will be Middle 
South Utilities, Inc., and the Southern Co. These companies will own its entire 
stock, 80 percent by Middle South and 20 percent by Southern Co. The entire 
output of the plant will be sold under contract to the Atomic Energy Commission. 

First Boston and Lehman Bros. have been requested by the managements 
of the sponsoring companies to act in a general advisory capacity with respect 
to all financial aspects and specifically to act as agents in placing the debt of the 
new company with insurance companies and banks. 

Any fee which may be paid is to be divided 60 percent FBC and 40 percent 
Lehman, and it is understood that FBC is the leader in the business and will have 
senior position in all advertising and publicity. 


Responsibility for this matter will be in the hands of Mr. Linsley and Mr. Paul 
Miller. 


(Signed) Grorace D. Woops. 

May 19, 1954. 

Carbon copy to Mr. Coggeshall, Mr. Linsley, two copies, Mr. Potter 
(Boston), Mr. Cannon, Mr. Stanton, Mr. Brushaber, Mr. McCarthy 
(San Francisco). I assume that is San Francisco. 

Mr. Woops. Correct. 

Mr. Keerre. Mr. Hovorka (Chicago), Mr. King (Boston). I can’t 
make out that next name. 

Mr. Woops. Minugh. 

Mr. Keerre. And the next one is Mr. Paul Miller, and the bottom is 
the file. 

Senator Kreravuver. Mr. Woods, you testified that you had a meeting 
with Mr. Dixon and Mr. Yates, I believe on May 7, then I believe on 
May 11 you had another meeting with him. This is dated May 19. 
Was fats a meeting at that time out of which this memorandum 

Tew ¢ 
. Mr. Woops. No, sir; I don’t believe there was a meeting. 

I would like to say the May 11 affair was with Mr. Dixon. Mr. 
Yates was not included. 

Senator Krerauver. May 11 was with Mr. Dixon? 

Mr. Woops. Mr. Dixon, Mr. Coggeshall and myself. And this 
memorandum is SOP, standard operating procedure, in our office when 
we take on an assignment, the officer that takes it on writes a little 
memorandum in plain English and circulates it, and those names 
that are in the lower lefthand corner are some of the keymen in our 
organization, particularly the heads of the out-of-town offices, and 
it is just so they will know what is cooking, what is going on. 

The fact that the memorandum is dated the 19th, all that means 
is that I just took a week before I got around to dictating it, Senator. 
I have no record, and my girl keeps a rather careful record, I have 
no record of having had a meeting with these folks on May 19. 

I did apparently meet with them again on May 14, and I talked 
to Mr. Dixon and I talked to-his associate, Hallingby, several times. 
But this memorandum to my recollection would be as the result of our 
discussion at lunch on May 11. 
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Senator Keravuver. Anyway, these previous meetings, May 11, and 
you had a meeting May 14, you had been retained or employed and 
things had been agreed upon in those meetings, and you think that 
you just delayed until the 19th in writing the memorandum? 

Mr. Woops. That is my recollection. 

Senator Krrauver. Well, apparently at these previous meetings 
which represented the agreement set forth in this memorandum you 
had agreed with Dixon and Yates, or the Middle South, or rather, 
with Mid-South and the Southern Co., one was going to take 80 
percent of the obligation and the other 20 percent, and it had been 
agreed that you and Lehman Bros. would act as agents here in placing 
the debt of the new company with insurance companies, and you 
had agreed with Lehman Bros., as to the division of any fee, had you 
not, as of that time ? 

Mr. Woops. I never discussed that phase of it with Lehman Bros., 
Senator. I agreed with Mr. Dixon that it would be agreeable to us, 
and I assume that he worked it out with Lehman Bros. 

Senator Kerauver. Well, now what was the fee that you had agreed 
upon with Mr. Dixon at that time? 

Mr. Woops. Well, if there is anything that I just said that implied 
even slightly that we had agreed upon a fee, I withdraw it, because 
on the contrary we did not agree on a fee, and I testified to that 
yesterday, Senator. 

Senator Keravver. Well, in this Seal memorandum describing the 
business and so forth on page 12 that Mr. Dooling referred to yes- 
terday, $345,000 capital required, and somewhere along the line it 
has been stated that of that sum $75,000 was set aside or allocated 
for a fee. Does that figure strike a familiar note with you? 

Mr. Woops. No, sir. 

Mr. Dean. Can I help you on that, Senator? 

Senator Kerauver. Yes, Mr. Dean. 

Mr. Dean. We telephoned to Mr. Harold Sanders, of Ebasco, who 
arrived at that figure, and he gave us the following breakdown: $145,- 
000 United States documentary stamp taxes on original issuance of 
security ; $125,000 estimated legal fees ; $75,000, he informs us he esti- 
mated for accounting fees, engineering services and possibly, but 
he had no information he said, as to whether a fee was to be paid to 
the bank. 

Senator Kerauver. To the investment bankers? 

Mr. Dean. Yes, sir. 

Senator Kreravuver. Now, who is that you were talking about? 

Mr. Dean. Harold Sanders, S-a-n-d-e-r-s. He is an official of 
Elbasco Services, and he is the man who made up that figure. 

Senator Krerauver. Now, Mr. Woods, let’s read this third para- 
graph: 

Any fee which may be paid is to be divided 60 percent FBC and 40 percent 
Lehman, and it is understood that FBC is the leader in the business and will have 
senior position in all advertising and publicity. 

Mr. Woods, if you had decided at that time not to take a fee, why 
wouldn’t this be a good chance or a good time to make some notation 
about it, let everybody know about what was in your mind, and let 
the public know that you did not think under these circumstances you 
ought to take a fee? 
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Mr. Woops. Well, it never would have occurred to me to let the 
public know. We did not know whether there was going to be a piece 
of business. 

Senator Keravuver. Well, you are letting all these people down here 
know, all these people associated with you. 

Mr. Woops. Well, they are my associates, yes. 

Senator Kerauver. Well, now if you had decided not to take a fee 
at that time, why wouldn’t you advise all your people that you were 
just doing a public service ? 

Mr. Woops. May I tell you why I didn’t? 

Senator Keravver. Yes. 

Mr. Woops. First let me say that if I hadn’t had in my own mind 
the intention of taking no fee, my customary way of writing these 
memoranda is to say, “The fee is to be divided 60-40,” and take it from 
there, because ordinarily, as you have pointed out on several occasions, 
security dealers expect to receive and do receive fees. And ordinarily 
my memorandum would have read, “The fee is to be divided A and B.” 

I put those words in because in my own mind I was quite clear that 
we weren’t going to take a fee. However— 

Senator O’Manoney. Mr. Chairman, may I interrupt at that point? 

Senator Kerauver. Yes, Senator O’Mahoney. 

Senator O’Manoney. If you were quite clear in your own mind that 
you were not to take a fee, why did you add this language in the black 
book memorandum, Mississippi Valley Generating Co., in the third 
paragraph, after stating that the fee was to be divided 60-40, these 
words : 

And it is understood that FBC is the leader in the business and will have 
senior position in all advertising and publicity. 

The first part of the sentence makes it clear that you have the senior 
position with respect to the fee. The second part of the sentence 
clearly states that you have senior position in all advertising and 
publicity, and that you are “the leader in the business.” 

Now “business” has a perfectly clear connotation. It is not 
synonymous with public service. 

Senator Krerauver. Mr. Woods, you were talking about that matter. 

Mr. Woops. Could I ask the reporter to read the last thing I said? 

(The last statement of Mr. Woods was read by the reporter.) 

Mr. Woops. However, I had not had an opportunity to discuss this 
viewpoint in detail with any of my associates, nor had I acquainted 
Lehman Bros. with my viewpoint, and all I did in dictating the 
language in the fashion that it here appears is to flag the fact that 
there was something unusual, it was a little different. 

Touching on Senator O’Mahoney’s comments, I would like to say 
that I didn’t sit down and write this by hand and parse it, look as it 
from every angle. 

I dictated it, and as I read it, I don’t think I would change it at 
all. The first segment of the paragraph in question, which as you 
say, Senator, we furnished voluntarily, “any fee which may be paid 
is to be divided 60 percent FBC and 40 percent Lehman” to me 
clearly indicates that there is a doubt, “any fee which may be paid.” 

The second part of this paragraph reads “and it is understood that 
FBC is the leader,” et cetera. There, there is a clear understanding 
and it so states. There is no question about it. 
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In my mind if everything is understood, it would have been stated 
with definiteness as the second part of this paragraph has stated. 

The fact that there was a question in my mind, which I here testify 
under oath there was, is the reason that I say “any fee which may be 
paid.” 

Subsequently some time before the end of May, Mr. Linsley advises 
me that he recalls I discussed the fact that I didn’t want to take a fee 
on this job with him. 

Subsequently Mr. Linsley was instructed to apprise Lehman Bros., 
our associates in this business, of our viewpoint, and having apprised 
them of our viewpoint, to inform Mr. Dixon of our conclusion. So 
far as I know those two things were done. 

I think the record shows that the “subsequently” was considerably 
later. For that I have no explanation. I will say that there was some 
small area of difference of opinion among my associates as to whether 
we should take a fee. There wasn’t a whole lot of agreement in the 
first instance. I was quite clear about it, and finally it eventuated that 
way. 

I have seen reference, and I am a little tired of it, to the size of the 
fee we might have received. If we received a fee, Senator, on the 
same basis percentagewise as we negotiated at arm’s length in con- 
nection with the OVEC matter, it would have amounted to approxi- 
mately $50,000. I observe that on the basis of our 1954 earnings, 
$53,000 is somewhere in the order of one-third of one percent of our 
gross earnings. 

Senator O’ManHonry. Mr. Woods, | never made any remarks that 
I recall about the size of the fee, so that reference does not apply to 
anything that I have said. i 

I have been concerned, however, about the admitted fact that this 
is the only case in which First Boston did not accept a fee for a work 
of this magnitude, and the interpretation of paragraph 3 of your 
memorandum of May 19, 1954, is clearly sort of tentative. I may say, 
I agree with you on that. 

But the statement in the very first segment of that part that any 
fee which may be paid is not to be interpreted as meaning that the 
tentative character of the fee was because no decision had been made, 
because the very first sentence of the memorandum says: 

It is planned to organize this company for the purpose of building a 
powerplant. 

Now, obviously, since you stated it is planned to build it, the pay- 
ment of the fee would naturally eventuate on whether or not an agree- 
ment was reached to build the plant and to finance it. 

Now, the contract was made to build the plant. It was agreed to 
build the plant. It was agreed to finance it. You agreed to finance 
it and you did finance it. So that is the way it sets up in my mind. 

Mr. Woops. May I comment on what the Senator has said? 

Senator Krerauver. Yes, indeed. 

Mr. Woops. I don’t myself agree with your statement of judgment, 
Senator, when the first sentence of this memorandum says, “It is 
planned to organize this company for this purpose,” et cetera, that it 
is reasonable or fair or logical to read into that that in the normal 
sequence a fee will ultimately be paid. 

Senator O’Manonrey. That is not the argument I made. 

Mr. Woops. That was the statement of it. 
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Senator O’Manonry. No, that was not the logic of it. 

Mr. Woops. May I go to your second point or perhaps your first 
point, the first one you stated, that you were somewhat concerned 
because this was the first time, on my own testimony, that the First 
Boston Corp. had not received a fee, and it is a large matter, and 
that is of some concern to you, and that is a concern I can understand. 

May I say this to you, however: This is the first time in my career 
that I ever came to Washington and volunteered my services to a 
new administration which came in, took over the job, after 20 years 
of another administration. 

Parenthetically, it is the first time of my life that I lived through 

20 years of one-party administration of the Government. So it was 
unusual for me to come down here in the first place. 
_ In the second place, there is only one TVA, and if I may say so, 
Senator, without meaning at all to be either disrespectful of the 
Senator or critical of TVA, I am inclined to think just about every- 
thing I have come across in connection with TVA is unusual. 

Senator Lancer. What isthat? I did not get you. 

Mr. Woops. I am inclined to think that just about everything I 
have come across in connection with TVA is unusual. Its original 
concept is unusual in this country. I happen to think it was a good 
one. 

Senator O’Manoney. Sure it was unusual. 

Mr. Woops. I think the progress of it over 20 years was extremely 
unusual. I think a great many of the efficiencies that were accom- 
plished in a political subdivision are extremely unusual. 

And I may say I think it is unusual, after having started out on a 
river control, irrigation, flood control, navigation affair with power 
as a byproduct, gradually it gets fixed around so that the power thing 
is being supplemented by the steam plants. I think all those things 
are unusual. 

And I just ask you please, Senator O’Mahoney—I agree that our 
position in not accepting a fee is unusual. It is without precedent. 
I hope it will never happen again. But please look at that in the 
general context of something that is unusual in all its aspects. Thank 
you for letting me say that. 

Senator O’Manoney. I am quite willing to go along with you on 
that. 

Mr. Woops. Thank you, Senator. 

Senator O’Manoney. In fact, I don’t mind admitting that you have 
made a very, very favorable impression upon me. Nobody could 
testify any more fully and frankly than you have done, and I am very 
grateful for it. 

Mr. Woops. Thank you, Senator. 

Senator O’Manoney. And I don’t want you to think that I am 
trying to persecute you or trap you or anything of that kind. 

I was pleased when only a few moments ago, in response to Senator 
Kefauver, you acknowledged that there was a difference of opinion 
in your group over the question as to whether or not a fee should be 
charged. 

Mr. Woops. Among my own associates. 

Senator O’Manoney. Among your own associates, that is what I 
say. Now, that means to me only one thing: that even though you 
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may have felt that as a public service, because you were advising the 
Bureau of the Budget 

Mr. Woops. Because I was the fellow that came down, you see. I 
knew. 

Senator O’Manoney. Yes; you came down and you wanted to do 
something, that maybe you were starting out with the idea of public 
service and no business, but clearly the business did eventuate, and 
clearly Mr. Wenzell began to worry about wearing the two hats, and 
clearly, as you now testify, your associates were not at all convinced 
that no fee should be charged. And later on it was definitely decided 
that you would not. 

Mr. Woops. If I may interrupt, Senator, I don’t want this record 
to show, and I certainly would be horribly embarrassed to read in the 
press tomorrow, that my associates disagr eed with me on my viewpoint 
in the matter of this subject. 

If you will recall, yesterday you said to me something to the effect 
that “you told them to do it,” and I have forgotten w hat the matter 
was, and I pointed out to you that I asked them to do it. W ell, my 
associates are all grown men, some of them are older than I am, and 
they have their own views, and I go on the principle of rather discuss- 
ing, reasoning out with them, rather than issuing instructions. 

Senator O’Manoney. Let me say for the press that I think that you 
are a pretty wise leader of a good team of intelligent men. There is 
no doubt about that. 

Mr. Woops. Thank you very much. I don’t want any connotation 
that there was a difference and a full-dress debate between my asso- 
ciates and myself on this narrow subject. There was no such. 

I did meet with a little resistance. Nothing happened, don’t you 
know; nothing happened. 

And finally we prensa it to a focus and with handsight now, with 
this probing and digging in, why, the reason for the delay becomes 
important. 

My best judgment of the reason for the delay is that there wasn’t 
the same wholehearted feeling about no fee in ‘the beginning among 
my associates as had. As we discussed it, they had the same whole- 
hearted feeling, and that feeling has persisted and still persists. 

Senator Kerauver. Senator Langer has a question to ask. 

Senator Lancer. Mr. Woods, I take it you read the newspapers 
right along. 

Mr. Woops. Yes, sir. 

Senator Lancer. You do that in order to keep track of business and 
all that sort of thing, keep track of conditions? 

Mr. Woops. Well, I do that because I am interested in what is go- 
ing on around me. 

Senator Lancer. I suppose you read them all during the campaign 
in 1952? 

Mr. Woops. Oh, I didn’t read them all, no, sir, but I read some of 
them. 

Senator Lancer. Did you read President Eisenhower’s speec’) at 
Memphis about how he was going to help TVA ? 

Mr. Woops. I don’t believe I did. 

Senator Lancer. You did not read that ? 

Mr. Woops. No. 
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Senator Lancer. Did you read his speech as Cass Lake, Minn., in 
the primary contest where he said he was going to help REA ? 

Mr. Woops. Senator, I don’t believe, as a matter of fact, I ever 
read any of President Eisenhower’s speeches. The ones that I have in 
my mind I listened to on either radio or television. 

Senator Lancer. Did you hear him say in Cass Lake, Minn., on the 

radio that he was a friend of public power? 

Mr. Woops. No; I don’t remember that. That must have been a 
speech I missed. 

Senator Lancer. Did you hear his speech at Brookland, 8. Dak., 
where he said the same thing? 

Mr. Woops. I don’t remember I did, but I will say this to you, Sen- 
ator. I know that the President has said some words on the general 
subject of public power. 

Senator Lancer. Did you hear his speech in Des Moines, Iowa? 

Mr. Woops. I don’t know. 

Senator Lancer. You don’t remember any of those speeches where 
he said he was in favor of public power and in favor of TVA ? 

Mr. Woops. No, sir. You see, I am a businessman in the security 
business. 

Senator Lancer. But you read the newspapers ? 

Mr. Woops. And if some other banker, competitor of mine, had 
made a speech in Memphis or Des Moines, I would remember. 

Now you are in public life and you remember those speeches just 
the way I would if somebody in my ‘business made them. But I really 
don’t remember. 

Senator Lancer. In any event, you had heard of the Missouri Val- 
ley Authority. 

Mr. Woops. Yes, sir. 

Senator Lancer. And the Columbia Valley Authority. 

Mr. Woops. Yes, sir. 

Senator Lancer. And you did not want either one of them, did you? 
In your mind the TVA Authority was a horrible example, and you did 
not want the Missouri Valley Authority nor the Columbia Valley 
Authority. You wanted the Government out of business. 

Mr. Woops. Well, of all the things you have said, I agree with the 
last one. I would like Government out of business. Those other 
things I can’t agree with you, with what you said as to what I wanted. 

Senator LANGER. Well, did you ever read the law creating the Ten- 
nessee Valley Authority ? 

Mr. Woops. No, sir. 

Senator Lancer. Did you ever go down to Tennessee and look it 
over ? 

Mr. Woops. I have been in Tennessee and I have seen some of the 
dams. 

Senator Lancer. You made no investigation of it? 

Mr. Woops. Investigation ? 

Senator Lancer. Of the TVA Valley Authority. 

Mr. Woops. What am I to understand by the word “investigate,” 
Senator ? 

Senator Lancer. Well, to find out whether it is practical or not, 
whether it pays or not, whether the people wanted it or not. 

Mr. Woops. I am not capable or equipped by education or infor- 
mation to make an investigation on whether it is practical. 
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My impression is that it is practical, doing fine on the flood control, 
on the drainage, on the irrigation. -People in whose judgment I have 
great confidence, that are capable and have a background that entitle 
them to an opinion, tell me that it is doing fine, and I believe them. 

Senator Lancer. Well, you knew about the construction of Fort 
Peck Dam certainly. 

Mr. Woops. I can’t say thatI did. Isthat one of the dams? 

Senator Lancer. Yes, out in Montana. Didn’t you know about 
that? 

Mr. Woops. Now that you mention, I have heard that. 

Senator Langer. It is for flood control, navigation, and power. You 
knew that ? 

Mr. Woops. I expect maybe I did. 

Senator Lancer. Yesterday you told us about your philosophy. 
Could you very briefly restate that. When should the Government 
be in business and when should it not be in business in power? 

Mr. Woops. Well, very briefly my philosophy is that when investor 
capital is ready and willing to do a job, the United States Government 
and all political subdivisions thereof should permit the investor capital 
that is ready and willing to do the job, to do it. In fact, should 
encourage it. 

Senator Lancer. Well, now as I understood your testimony yester- 
day, there is a project that you thought private enterprise, as you call 
it, or private utilities, couldn’t build, did not have money enough or 
it might not pay, it was all right for the Government to do it. 

Mr. Woops. That is within what I have just said; yes, sir. 

Senator Lancer. And then as soon as it got so it did pay, then you 
think the Government should get out of it and private utilities take 
it over. 

Mr. Woops. As soon as it gets so that it is economic and is showing 
earnings, yes, sir. I believe the Government should sell it. Now, 
this business of private utilities taking it over is your language, sir, 
and not mine. 

Senator Lancer. What? 

Mr. Woops. Your language, sir, and not mine. 

Senator Lancer. What is your language ? 

Mr. Woops. My language is just what I have stated, that when it 
gets to be economically sound and is earning money, the Govern- 
ment should dispose of it, period. 

Senator Lancer. Well, we have got 3 million farmers in the South- 
west area that haven’t got REA. Private utilities haven’t done any- 
thing, apparently, to get them REA. Do you think the Government 
ought to build those transmission lines and get them REA? 

Mr. Woops. I just have no opinion on that, Senator. I just don’t 
know a thing about it. And I think one of the greatest evils here 
in Washington is for people to come down and flip answers to questions 
like that when they don’t know anything about it. 

Senator Lancer. In any event, if they did built it, and after it got 
so it paid, in your opinion, then, it ought to be taken over by a private 
utility ? 

Mr. Woops. No, sir; I have never said that. 

Senator Lancer. You never said that ? 

Mr. Woops. No, sir. 
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Senator Lancer. What was your testimony yesterday? How far 
would you have the Government go? 

Mr. Woops. I would have the Government sell these forward- 
looking things that are in the public interest, that are of such magni- 
tude or involve such imagination or have not as yet a proven record 
of earnings or of management, the Government having gotten into 
that type of thing, my philosophy is that the Government should get 
out of them by disposing of them to the investors of the country at 
a point they become economically sound and their earnings and man- 
agement are proven, at which point my philosophy, as I have said in 
answer to Senator O’Mahoney’s question, is that then that segment of 
the taxpayers’ money can again be used for forward-looking things. 
This business of turning it over to the public utilities, sir, is your 
language, and not mine. 

Senator Lancer. Well, take the TVA. That country lay there for 
years and years and years and the private utilities did nothing to 
develop it; is that not right? 

Mr. Woops. Yes, sir; that is correct. 

Senator Lancer. The Government stepped in and they spent nearly 
a billion dollars on it. 

Mr. Woops. Yes, sir. 

Senator Lancer. That was all right; was it not? 

Mr. Woops. Yes, sir; that is the forward-looking thing. The same 
thing on the Columbia River. 

Senator Lancer. Yes; you have no objection to that. 

Mr. Woops. On the contrary, I am for it. 

Senator Lancer. Now, at what stage in the proceedings do you 
want the Government out of TVA and private business in, just when? 

Mr. Woops. Senator Langer, I am not sure that it is practical or 
feasible in our lifetime, if ever, for the Government to get out of 
TVA. 

All I am talking about is the continued expansion of TVA, whether 
or not reasonable men in TVA and in the private sector, if that is a 
permissible word, can’t work out ways and means of using investor 
funds to take care of the undoubted necessity for expanded facilities 
without going to the United States Treasury. 

I am not at all sure in my own mind—I think it needs study, but I 
am not at all sure in my own mind—that the United States Corer 
ment can get out of TVA. 

Senator Lancer. Well, what did you mean yesterday when you 
said you didn’t want First Boston Corp. publicly associated with any 
project dealing with municipal matters until after it was all decided ? 

Mr. Woops. Until the die was cast. 

Senator Lancer. Yes. 

Mr. Woops. What I meant, Senator Langer, by that was just this. 
First, I am a fellow that has been brought up and believe in the cap- 
italistic system, the profit-motive system, and on the face of it until 
it is proven necessary, I am always “agin” Government at any level 
being in business. 

Now then, as we all know, these municipally and Government- 
owned electric light and power facilities never come into municipal 
ownership and operation without some group being in favor of that. 

Now, with my background and upbringing and belief, I am un- 
willing to be part of any effort to proselyte or to promote or to en- 
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courage or bring about the public ownership of business facilities that 
can be financed by private enterprise. 

So what I meant was, that we in my firm sit on the sidelines until 
the question has been debated pro and con and the appropriate legis- 
lative body or segment of the voters have voted on it. 

If they" vote “no,” that’s the end of that; and if they finally vote 

“ves,” and it is the law of the land, and then you come to the point 
where there is some money raising to be done, my view is that when 

we get to that point, if we, because of our feeling about Government 
and business versus investor capital, took the position we will have 
nothing to do with the financing of this, we then would be rather 
presumptuous. 

We are just bankers and we would be saying what these legislators 
and what these voters favor we disagree with, and we will have noth- 
ing to do with it. 

We don’t go that far. We say when it is an accomplished fact, we 
will go in and bid and carry on our business just normally. 

Up to the point that the legislator, the voter, the appropriate au- 
thorities, have reached the decision and the decision has been taken— 
I think ‘yesterday I used the expression “the die has been cast”— 
we keep severely out of it. We never say we are for it nor “agin” it. 
T must make that point. We don’t spend the time or the money 
to be “agin” it. 

Senator Lancer. You do not? 

Mr. Woops. No, sir. 

Senator Lancer. You are sure of that. 

Mr. Woops. For sure we don’t spend any money. Now, as far as I 
am concerned, I don’t spend any time. I can’t speak for every one 
of my associates on time. 

Senator Lancer. Are you acquainted with the firm of Hill & Gibbs? 

Mr. Woops. It is a name to me. 

Senator Lancer. Well, you know they are a first-class firm, don’t 
vou? 

Mr. Woops. I really don’t know anything about them. I don’t 
know anybody in the firm. 

Senator Lancer. You knew for a long time they were the engineers 
for Mr. Yates and Mr. Dixon. 

Mr. Woops. To be honest with you, I didn’t know that. 

Senator Lancer. And for the New Orleans outfit, the Georgia 
Power Co., the Arkansas Light & Power Co. 

Mr. Woops. That is one of the many things I didn’t know. I have 
heard the name. 

Senator Lancer. Have you heard of a man named Von Tresckow ? 

Senator Kerauver. Walter von Tresckow ? 

Mr. Woops. Yes; I think yes. I think I have read his name. He 
is in the TVA picture. He is in favor of municipalities doing the 
job, if I remember it. I have heard his name. I will answer your 
question in the affirmative. “I have heard his name. 

Senator Lancer. The first time you heard his name in your life, 
did you hear it from the lips of Mr. Dodge? 

Mr. Woops. No, sir. 

Senator Lancer. Whom did you hear it from, do you remember? 

Mr. Woops. Let’s settle that one. Mr. Dodge and I never mentioned 
Mr. von T’s name between us. I think the first time I heard it, I 
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read it. I think I read it in the public press. That is my recollec- 
tion. 

Senator Langer. Can you tell us about the time you read it? 

Mr. Woops. I would say it was at the time it was in the public 
press, sir. I really don’t know. 

Senator Lancer. Do you know he is the head of a syndicate that 

said it could build this plant at West Memphis much, much, much 
cheaper than D xon and Yates? 

Mr. Woops. Now that you say that; yes, I remember. 

Senator Lancer. You remember that ? 

Mr. Woops. I had forgotten. 

Senator Lancer. In other words, he said they could build it, and 
build it cheaper; and at the end of 30 years they would turn the steam 
plant over to the United States Gov ernment for nothing. 

Mr. Woops. I remember reading that in the paper, now that you 
mention it. 

Senator Lancer. You knew that he had a syndicate of millionaires 
back of him, Hanover National Bank in New York? 

Mr. Woops. No, I didn’t know that. 

Senator Lancer. You didn’t notice that in the press? 

Mr. Woops. Even if I had noticed it in the press, I wouldn’t have 
known it. 

Senator Lancer. Did you ever discuss that with Mr. Miller or Mr. 
Wenzell, your partner? 

Mr. Woops. Never. 

Senator Lancer. Never discussed that? 

Mr. Woops. No, sir. 

Senator Lancer. Well, did you read in the press about Mr. McLean, 
the fellow who is head of the fourth largest bank in Arkansas? 

Mr. Woops. Yes, I remember reading about Mr. McLean. 

Senator Lancer. He is a transfer agent of the stock of this company 
owned by Mr. Dixon and Mr. Yates. 

Mr. Woops. He may be. My sole recollection of Mr. McLean is that 
he testified that the operating utility in Arkansas was something that 
he was agin’. That is the impression I have. 

Senator Lancer. Can you give this committee any reason why the 
proposal of Mr. Wenzell in the: report, as you call it, turned over to you, 
was not turned over to Mr. von Tresckow and some of those other men 
who also wanted a chance to bid on this project ? 

Mr. Woops. No, sir. 

Senator Lancer. You have no reason at all? 

Mr. Woops. No, sir. 

Senator Lancer. You know they never got it. 

Mr. Woops. I don’t know that, either, but I am willing to assume 
that. 

Senator Lancer. The Atomic Energy Commission wouldn’t give 
it to them, wouldn’t give it to anybody else, is that not true, except the 
First Boston Corp. ? 

Mr. Woops. I can’t say, because I just don’t remember. 

Senator Lancer. Even this committee couldn't get it, although we 
repeatedly demanded it. You knew that? 

Mr. Woops. Well, I know it now because the chairman has told me 
so. 
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Senator Lancer. Didn’t you read it in the press? You read the 
newspapers, you say. 

Mr. Woops. I read them when I am in this country. I don’t re- 
member this incident that you are talking about, to tell you the truth. 
I really don’t, but the chairman said it, and I believe it. 

Senator Lancer. How long did you have possession of that report? 

Mr. Woops. How long did I have possession of it? 

Senator Lancer. Yes; after your associate turned it over to you. 

Mr. Woops. I dare say a few days. I repeat what I said to the 
chairman, that I have no definite recollection of it, but my procedure 
is to read those things at home, a pile of literature that you always 
collect, over the weekend; and I would say I had it for a few days. 

Senator Lancer. Do you know that Hill & Gibbs, the engineers, 
prepared a bid? They wanted to get the specifications, wanted to 
prepare a bid. Their names were publicly announced in the press, 
and the private utilities got hold of them and made them withdraw. 

Mr. Woops. No, sir; I didn’t know that. 

Senator Langer. You did not know that, either. Well, now, did 
you read in the press that Mr. Stietenroth had resigned from one of the 
Dixon- Yates companies ? 

Mr. Woops. Tell me a little more about him. I don’t remember 
right off. 

Senator Lancer. He is the treasurer and financial head of one of 
those companies. 

Senator Krerauver. Mississippi Electric Power & Light Co. 

Senator Lancer. An officer there for 26 years, Mississippi Power & 
Light. 

Mr. Woops. Senator, I don’t know, it doesn’t ring a bell with me. 

Senator LANcrer. You don’t remember that, either ? 

Mr. Woops. No. I didn’t know him. If I read it. it was meaning- 
less to me. 

Senator Lancer. Well, did you read that he resigned because of 
the fact that if this deal went through, it would have resulted in a 
monopoly in his mind on the part of the Dixon-Yates people in some 
eight Southern States ? 

Mr. Woops. I don’t remember reading that. About when would 
that have been ? 

Senator Lancer. Well, that was all during July and August. 

Mr. Woops. 1954? 

Senator Lancer. Yes, sir. 

Mr. Woops. I was around in July and August. I don’t remember 
it, sir. 

Senator Lancer. You were here in the country at that time? 

Mr. Woops. Yes, sir. 

Senator Langer. It was in the Wall Street Journal on the front 
page. 

Mr. Woops. I don’t remember. 

Senator Lancer. Do you remember that we had a hearing about 
that time that was in all the New York newspapers? 

Mr. Woops. Yes; I knew there were hearings on the subject of this 
Dixon- Yates matter. 

Senator Lancer. Were you interested in it? 

Mr. Woops. Very much. 
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Senator Lancer. Did you send a man down there? 

Mr. Woops. I read about it. 

Senator Lancer. You read about it? 

Mr. Woops. Yes, sir. 

Senator Lancer. Did you read about the Arkansas Light & Power 
Co. hiring 23 lawyers down there to keep control of the Legislature 
of Arkansas? 

Mr. Woops. I don’t remember reading that; no. 

Senator Lancer. You don’t remember that ? 

Mr. Woops. No. 

Senator Lancer. Did you read about the private-utility company 
buying a $200,000 country club? 

Mr. Woops. Yes; I remember reading that. 

Senator Lancer. You do remember reading that? 

Mr. Woops. Yes, sir. That made an impression. 

Senator Lancer. They furnished whisky and all the entertainment, 
charging it all to the consumers. Do you remember reading that? 

Mr. Woops. I remember reading that they had taken on the use 
of the country club. 

Senator Lancer. They bought it. 

Mr. Woops. Charging it to the consumers and so forth. I don’t 
remember, but the record is what it is. 

Senator Lancer. Was that interesting to you? 

Mr. Woops. Yes; it was. 

Senator Lancer. Did you heard that Ebasco was going to do the 
work ¢ 

Mr. Woops. Ebasco? 

Senator Lancer. Yes. 

Mr. Woops. I had heard that rumored; yes. 

Senator Lancer. Did you hear testimony before this committee as 
to whether there had been a failure of one of their projects? 

Mr. Woops. Yes; I read about that. 

Senator Lancer. Did that interest you at all? 

Mr. Woops. Yes, sir. 

Senator Lancer. What did you think of it? 

Mr. Woops. Well, I must be honest with you and say on that I 
did a little thinking. I thought it was a perfectly terrible thing that 
in a construction job of that sort, which was looking toward furnish- 
ing power to the Atomic Energy Commission, there wasn’t some way 
of getting the jobs done, even though the unions were squabbling 
among themselves. That is what I thought about that. 

Senator Lancer. I suppose you read about the Arkansas Light & 
Power Co. spending $150,000 to do advertising? 

Mr. Woops. No; I can’t say I do. 

Senator Lancer. You didn’t read that, either, with a lot of false 
representation they had in the newspapers, Dixon- Yates having it in 
there week after week. 

Mr. Woops. I didn’t read that. 

Senator Lancer. Well, did you read about a little REA with 3,000 
farmers that the Dixon-Yates crowd put out of business down in 

Arkansas? 
Mr. Woops. Dixon-Yates put out of business ? 
Senator Lancer. Yes. 
Mr. Woops. No, sir. 
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Senator Lancer. When they applied, those 3,000 farmers that didn’t 
have any power, for an REA loan in Washington, Arkansas Light & 
Power Co, the Dixon-Yates outfit, came up here and saw Pr esident 
Roosevelt and President Truman, trying to talk them out of the loan, 
and it went all the way up to the higher courts. 

Mr. Woops. No; I don’t remember about that. 

Senator Langer. Did you read after they did get the Joan to operate, 
did you read about the Arkansas Light & Power Co. giving the farmers 
power for almost nothing ? 

Mr. Woops. No, sir; I didn’t read about it. 

Senator Lancer. It was Mr. Stietenroth’s testimony that 1,500 
farmers left the REA, that there was no regulation down there in 
Arkansas as to what the farmers had to pay, no regulation of rates out 
in the country, and it was Mr. Stietenroth’s testimony that the officers 
of the private utility said, “Well, we will give it to them for nothing, 
and that will break up the REA, the whole co- op, and as soon as the 
co-op is broken up, we will raise the rate sky high.” Did you read 
that ? 

Mr. Woops. No, sir. 

Senator Lancer. What did you read about it? 

Mr. Woops. I am inclined to think, Senator, that these things you 
are outlining to me weren’t published in the newspapers that come to 
my attention. 

Senator Lancer. There were speeches on the floor. Senator Ke- 
fauver gave a speech and Senator Hill gave a speech and Senator Gore 
gaveaspeech. It was all brought out to the public. 

Mr. Woops. You learn something every day, and I think you may 
have a point. It may be that where I have an interest, and my firm 
has an interest, I ought to do a little reading of that Congressional 
Record of yours. J confess I have never read it, but I think I have 
learned something. Maybe I ought to. 

Senator Lancer. Well, now, did you ever analyze Walter von 
Tresckow’s proposal ? 

Mr. Woops. I have never even seen it. No, sir; I didn’t. 

Senator Lancer. You don’t know they refused to give any specifica- 
tion of the proposed powerplant, and barely answered his letter? 
There were 3 or 4 lines in the letter acknowledging that they had 
received a letter from them. 

Mr. Woops. Who is “they” ? 

Senator Lancer. Walter von Tresckow. 

Mr. Woops. They barely answered his letter? 

Senator Lancer. I mean the Atomic Energy Commission. 

Mr. Woops. I just wouldn’t know a thing about it, Senator. 

Senator Lancer. Did you know the vote of the Atomic Energy 
Commission, whether they voted unanimously, or 3 to 2, or 2 to 12 

Mr. Woops. On this Mississippi Valley generating contract ? 

Senator Lancer. Yes. 

Mr. Woops. I understood it was not unanimous. It was voted by a 
majority vote. 

Senator Lancer. You did read that? 

Mr. Woops. Yes, sir. 

Senator Lancer. Now, going back to your philosophy, you think it 
is all right for the people to build dams? 

Mr. Woops. Under certain conditions; yes, sir. 











564 POWER POLICY 
Senator Lancer. Here is a great big dam that is going to cost, say, 
a half billion dollars, you think it is all right to take the taxpayers’ 
money and build a dam? 

Mr. Woops. Where? 

Senator Lancer. Where it is needed. 

Mr. Woops. I would say in answer to you, that if it is a project—— 

Senator Lancer. It is a project that private utilities haven’t got 
the money to build. 

Mr. Woops. If it is so forward that private investor capital is not 
available for it, and if it is a project that the appropriate majority 
in the Congress favors, I would answer in the affirmative. I would 
think you folks ought to go ahead with it. 

Senator Lancer. That far you and I agree. 

Mr. Woops. That’s right. I am flattered, Senator, because what I 
think about a thing like that doesn’t mean a thing. 

Senator Lancer. You think it is all right to take a half billion dol- 
lars and build a dam without a private utility company ? 

Mr. Woops. Provided the economics are such that the Congress is 
persuaded. 

Senator Lancer. After the dam is all built, and there is power cre- 
ated there, don’t you believe the people that built that dam ought to 
get that power at cost? 

Mr. Woops. The people that built that dam? I think that would be 
a wholly impracticable proposition, Senator. There is no way for 
them to get it at cost. 

Senator Lancer. Why shouldn’t the Government spend 2 or 3 mil- 
lion dollars more and build the transmission lines? 

Mr. Woops. Wait a second. When you say they built the dam, 
how many folks have we got in this country now, about 170 million ? 

Senator Lancer. We have got a lot of them. 

Mr. Woops. 170, let’s settle on that. 

Senator Lancer. They can build dams all over the country. 

Mr. Woops. Thank goodness the 170 million have not done that up 
to now. 

Senator Lancer. Of course, the private utilities stopped it in the 
Northeast, [ will grant you that. They were powerful enough to do 
it there, but in the other places we have, we have Boulder Dam, as 
you know, Hoover Dam. Don’t you think when the taxpayers build 
a dam and create power, they ought to distribute that power and give 
it to the people at cost? 

Mr. Woops. I repeat, Senator, I think the proposition is wholly im- 
practical because there is no way for the 170 million people to get that 
power. 

Senator Lancer. Why not? 

Mr. Woops. Engineeringwise it isn’t feasible. The genius hasn’t 
come forward yet that has figured out a way of economically trans- 
mitting power for distances that would ho neccssary to give all the 
taxpayers the power at cost. 

Senator Lancer. Your idea is after the dam is built and power is 
created that cost a half billion dollars, that a private utility should bid 
3 or 4 million dollars to build distribution lines and charge the farm- 
ers $1 or $1.50 a month extra. 

Mr. Woops. No, sir; that is not right. 

Senator Lancer. That is the way it works out, isn’t it? 
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Mr. Woops. Well, I would hope not. That is not my idea. 

Senator Lancer. You folks come along and you issue bonds. You 
have all kinds of charges. That little bit of a thing in Ohio, you 
charged $150,000. 

Mr. Woops. That little $330 million thing ? 

Senator Lancer. That little one that you had up there. 

Mr. Woops. I am just a poor banker, Senator, from New York. 
That is a lot of money to me. 

Senator Langer. It is a lot of money to us. Come back to your 
tax proposition. You mentioned that several times. Senator Ke- 
fauver did. Your private utility gets every dollar they pay in taxes 
back out of the consumer, don’t they ? 

Mr. Woops. You mean that the investor-owned utility industry in 
this country is, to some extent, a tax-collection agency for the United 
States Government? I agree. 

Senator Lancer. Sure it is. 

Mr. Woops. There is no question about it. 

Senator Lancer. So when you talk about the private utility having 
a lot of expense in taxes, it means they get it all back from the con- 
sumer, don’t they? 

Mr. Woops. Well, the citizens pay the taxes. There is only so 
much money. 

Senator Lancer. Sure the citizens pay. 

Mr. Woops. And you and I and the rest of us all pay taxes. 

Senator Langer. But when you say that private utilities pay taxes 
to the Government, it simply means so many citizens who are con- 
sumers pay the taxes. 

Mr. Woops. That’s right. 

Senator Lancer. That is all, Senator. 

Senator Kerauver. Mr. Woods, we are going to recess in just a few 
minutes, but I want to ask, are you prepared to say, inasmuch as Mr. 
Wenzell prepared this report, and in view of the role that First Boston, 
through you, played in originating or first talking with Mr. Dodge 
that you have described, that First Boston will never participate in 
future financing of projects in the TVA area growing out of the 
building of plants for servicing that area for profit ? 

Mr. Woops. No, sir; I am not prepared to say that. I would expect 
that if we perform any services along the lines you have suggested, we 
would be compensated. 

Senator Kreracver. As a matter of fact, Mr. Woods, First Boston 
has been, since the Wenzell report, and since you have read the Wen- 
zell report, since Dixon-Yates has come up, First Boston has shown 
considerable interest in handling securities for projects for power in 
the TVA area, have you not? 

Mr. Woops. In common with many other firms in our line of busi- 
ness, we have. 

I don’t think we have been quite as active in the direction as some 
of our competitors have, but I think we have been active enough so 
that there is no mystery about how we stand. 

Senator Krrauver. Mr. Woods, as a matter of fact, having the 
information, you of First Boston having the information in Mr. 
Wenzell’s report, having the advantage of his findings, desiring to 
participate in the handling of securities in that area, you sent two of 
your vice presidents down to Memphis in connection with securities 
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there, and you sent them up to Knoxville to talk with the TVA di- 
rectors to see if you couldn’t handle the securities for future expan- 
sion of TVA, didn’t vou? 

Mr. Woops. We did that early in 1955, yes, sir; at the same time 
that other security dealers in a line of business similar to our own 
were engaging in similar activities. And on that point, Senator, if 
I may 

Senator Kreravver. Just a minute. I don’t know if any other secu- 
rities agency was doing it, but anyway you were anxious to get to 
handle the bonds for Memphis in the early part of 1955, and you were 
also wanting to work up a plan with the TVA itself for the issuance 
of the bonds by it, or some Government corporation which you were 
interested in handling, isn’t that true, and for that purpose you sent 
two of your vice presidents to Knoxville to confer with the TVA 
Directors ? 

Mr. Woops. I will go along with you to the extent of saying that we 
had two vice presidents visiting in Memphis earlier this year. 

Those same two officers visited with the available seniors in the 
TVA organization, and they expressed the view that we wanted in the 
First Boston Corp. to be of any possible assistance in discussing, in 
advising in the matter of financing to take care of the proper require- 
ments of the area. 3 

I don’t go along with the proposition that we offered to buy some 
bonds, because we don’t know what the bonds would be. We said we 
wanted to make ourselves available. 

And, Senator, it is a clear continuation of the policy that I in- 
augurated when I first came down to see Mr. Dodge in May of 1953, 
to wit, I think there is a problem here. I think maybe we can help. 
And we are saying, wherever we can, we would like to help. 

Senator Keravuver. Well, Mr. Woods, in furtherance of the policy 
which you inaugurated with Mr. Dodge when you came to this final 
step of sending your vice presidents down to Memphis and to the TVA 
people in Knoxville to see if you could be of some assistance to them in 
connection with future financing, were you expecting to do that free, 
in case you got the business? 

Mr. Woops. To tell you the truth, I hadn’t thought about it, Sena- 
tor. I just hadn’t thought about it. 

I will say this to you. It would have depended on how it eventuated. 
But the short and straightforward answer to you is I hadn’t thought 
about it. I hadn’t expected either to get a fee or I hadn’t expected not 
to receive a fee. 

Senator Kerauver. Who did you send down to Memphis and to 
Knoxville to see about the future prospects ? 

Mr. Woops. Mr. B. H. Whitbeck and Mr. W. M. Merritt. 

Senator Kerauver. And just why were you interested in sending 
them to Memphis and to Knoxville? 

Mr. Woops. Well, because I heard that other security firms in the 
same business as my firm is in were visiting in that area with the city 
people, with the TVA people. I had learned through the gossip that 
goes on in the relatively small financial community that other firms 
were forming groups so that they would be prepared to bid on any 
securities that might emerge from the discussions and studies, and I 
might even say controversies, in connection with the Dixon-Yates 





POWER POLICY 567 


proposal. And as long as others were doing it, I just thought that we 
would be well advised to do the same. 

Senator Lancer. So you sent your people down there preparatory 
to handling business if you got it, out of the issuance of securities for 
the building of additional steam plants? 

Mr. Woops. Well, I sent them down there with a view of having 
them make the acquaintance of the individuals that were involved and 
with a view of indicating an interest in being of assistance in learning 
what was going on. Whether we would have finally been interested 
in handling the securities or bidding on them would have depended, 
of course, on the facts and the figures with respect to such securities 
as might eventually be issued. 

Senator Kerauver. And what did Mr. Merritt and Mr. Whitbeck 
report to you after their visit down to the Tennessee Valley directors? 

Mr. Woops. Well, they said they had an interesting visit with the 
city fathers in Memphis and they talked, I think, with two of the 
members of the Tennessee Valley Authority. 

I have just forgotten. My unsupported recollection is that the 
Chairman was out of town. And they said they had an interesting 3 
or 4 days down there, and generally got to know a few people, and 
they were rather pleased with their visit. I think that is a fair 
summarization. 

Senator Kreravuver. Did they feel like they had made contact so that 
you would have a fair chance of getting the business if any eventuated ? 

Mr. Woops. No; I don’t think they put any valuation on it. My 
recollection is that I was advised that it was frightfully complicated, 
with all shades and degrees of views. It was going to be some time 
before any solution emerged. 

T remember saying, “What do you think is going to happen?” and 
both of them said they just didn’t know, they just didn’t know. 

Senator Krrauver. It was your suggestion that they go down; 
wasn’t it. 

Mr. Woons. It was; ves, sir. 

Senator Krerauver. Senator O’Mahoney ? 

Senator O’Manonry. No; I have asked all the questions of Mr. 
Woods that I care to ask. 

Senator Krravuver. Can you come back at 1:30? 

Senator O’Manonry. I was absent this morning because of another 
meeting. 

(Discussion off the record. ) 

Senator Keravuver. Suppose we stand in recess until 15 minutes of 
2. 

Mr. Dean. Is Mr. Woods excused or do you want him back this 
afternoon ? 

Senator Keravuver. We have 8 or 4 questions to ask Mr. Woods. 

Mr. Dean. I realize it its difficult to tell, but he has some other 
engagements this afternoon. Could you tell me now approximately 
how long you would want him ? 

Senator Keravver. I am certain it will not take more than an hour 
this afternoon. We will assure you that Mr. Woods will be away in 
an hour. 

Mr. Woops. Would it suit your convenience if I came back at 4: 30 
and you went on with Wenzell at a quarter of 2, thereby enabling 
me to doa thing at lunch and a thing at 3 o’clock? 
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Senator Keravuver. That is all right. We will have Mr. Wenzell 
at a quarter of 2 and you can come back at what time? 

Mr. Woops. Four-thirty. 

Senator Krerauver. Can you make it around 4, as near 4 as possible, 
so that we can be sure and get through with you? 

Mr. Woops. Thank you so much, Senator. 

(Whereupon, at 12:10 p. m., the subcommittee recessed, to resume 
at 1:45 p.m., the same day.) 


AFTERNOON SESSION 


Senator Keravuver. The hearing will be in order. 

I am advised that Senator O’Mahoney and Senator Langer will be 
here in a minute. Mr. Dean, Mr. Keeffe said that you had some 
matter that you wanted to produce. 

Mr. Dean. Yes, I produced, pursuant to your request, Mr. Chair- 
man, a list of the counsel retained by the First Boston Corp. on specific 
matters (a) directly on internal corporate matters and (0) retained 
by First Boston Corp. as manager of a specific issue of negotiated 
new issues of securities where the First Boston Corp. had the right 
to select the counsel. 

(a) General corporate business 1950-55: 

Sullivan & Cromwell, of New York. 

3ingham, Dana, & Gould, of Boston. 
Herrick, Smith, Donald, Farley & Ketchum. 
Schapiro, Wisan, & Schapiro, New York. 
Choate, Hall, & Stewart, Boston. 


(5) On negotiated new issues, First Boston Corp. was the manager, 
1955: 


Sullivan & Cromweil, New York. 

Cravath, Swaine, & Moore, New York. 

Brickley, Scars, & Cole, Boston. 

Mudge, Ste":. Baldwin, & Todd, New York. 
Chadbourne, Hunt, Jaeckel, & Brown, New York 
Frost & Towers, Washington, D. C. 


For 1954: 


Sullivan & Cromwell, New York 

Davis, Polk, Wardwell, Saunderland, & Kiendl, New York 
Chadbourne, Hunt, Jaeckel, & Brown, New York 
Simpson, Thacher, & Bartlett, New York 

Bell, Boyd, Marshall, & Lloyd, Chicago 

Milbank, Tweed, Hope, & Hadley, New York 
Kirkpatrick, Pomeroy, Lockhart, & Johnson, Pittsburgh 
Wilson & McIlvaine, Chicago 

Beekman & Bogue, New York 

Dillstream, Schiff, Hardin, Waite, & Dorschell, Chicago 


I believe that that is a change of name from the former firm of Pam 
& Hurd. 

For 1953 

Senator Krerauver. Mr. Dean, how long a list is it? 

Mr. Dean. I can finish in 1 minute. 

For 1953: 


Sullivan & Cromwell, New York 

Choate, Hall, & Stewart, Boston 

Reed, Smith, Shaw, & McClay, Pittsburgh 
Bell, Boyd, Marshall, & Lloyd, Chicago 
Beekman & Boyd, New York 
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Milbank, Tweed, Hope, & Hadley, New York 
Shearman, Sterling & Wright, New York 
Mudge, Stern, Baldwin & Todd, New York 
Chadbourne, Hunt, Jaeckel & Brown, New York 
Frost & Towers, Washington, D. C. 

Senator Kerauver. Thank you very much. 

Mr. Dean. I[ have further information that will take me about 2 
minutes. 

Senator Keravuver. Is that a list of firms in other cities? 

Mr. Dean. Those are all of the firms, Senator. 

I have a list here with respect to the stockholders that I would like 
to make a brief explanation about, if I might. 

Senator Keravver. All right, sir. 

Mr. Dean. One, Mr. Robert Cutler and Sinclair Weeks are not now 
stockholders of record, of the First Boston Corp., and so far as we can 
ascertain, they never have been. 

Second, The common stockholders of record at December 26, 1951, 
for dividend payable January 9, 1952, as set forth in a ledger which 
I have delivered to Mr. Keetfe for examination. ‘This list omits 25 
foreign stockholders who are separately listed, because of the necessity 
of withholding United States tax requirements. They are listed as 
follows: 

Nine Canadian for 967 shares, 1 in Great Britain for 2 shares, 2 in 
France for 5 shares, 1 in South Africa for 80 shares, 6 in Cuba for 
117 shares, 1 in the West Indies for 3 shares, 2 in Panama for 201 
shares, 2 in Switzerland for 7 shares, 1 in West Bermuda for 3 shares. 

That is a total of 25 stockholders for 9 countries, holding an aggre- 
gate of 1,385 shares. 

We could go to the trouble of getting those names, if you want them. 
J assume they are unimportant. 

Senator Knravuver. They are not important. 

Mr. Dean. To determine the number of shares held by each stock- 
holder on the list, you divided the cash payment by $2.25. 

This ledger that I have handed to Mr. Keeffe is our permanent 
record and our only record. 

Senator Kerauver. You and Mr. Keeffe have talked about the 
security of it and it will be returned to you as per your agreement. 

Mr. Dean. As I said to Mr. Keeffe, if the committee decides that 
it is in the public interest to make this list of stockholders public, 
we have no objection. We hope, unless you feel it is in the public 
interest, that you will not make it public, because otherwise the ped- 
dlers of worthless securities will pester all of these stockholders. 

Senator Kerauver. Mr. Dean, if we feel we want to make any of 
them public, the matter will be discussed with you. 

Mr. Dean. Thank you. 

Senator Kerauver. Otherwise, the ledger will be returned to you 
as it is. 

Mr. DEAN. My third point is that the class A stockholders are two: 
Richard K. Mellon for 56,250 shares and Mrs. Sarah Mellon Scaife, 
48,750 shares. There are 7,500 shares registered in the names of Mac 
& Co. I believe that is a nominee partnership of the Mellon Bank 
of Pittsburgh. And that of those shares, although of record in the 
name of Mac & Co., the beneficial interest is in Mrs. Scaife. 

Senator Keravver. That is M-a-c & Co.? 
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Mr. Dean. M-a-c & Co. Most banks have a nominee partnership 
in order to make securities negotiable on the stock exchange. 

The stockholders of record, that is, the common-stock holders of 
record, June 17, 1955, for dividend payable July 14, 1955, which is 
$1 a share, exist only in the form of a series of microfilm of the checks 
mailed out. This is because the stockholders’ record is kept on a series 
of separate cards, one for each stockholder. I have handed those 
microfilm checks to Mr. Keeffe. And again I would like their return 
when you have finished with them. 

Since the dividend just paid was an even dollar in amount, the 
checks were drawn directly off the separate cards, and the checks are 
microfilmed and the microfilm records retained. 

Again, as of June 17, 1955, the class A stock was owned by Richard 
K. Mellon, 56,250 shares, and Mac & Co. 56,250 shares. 

I believe that those shares were held for the benefit of Mrs. Allen 
Scaife, who is a sister of Richard K. Mellon. 

That class A stock is nonvoting, as long as it is owned by any member 
of the Mellon family. 

Senator Kerauver. Thank you, Mr. Dean. 

I know how anxious, Mr. Dean, you are for us to get finished up 
here. Shall we proceed now or do you wish to wait? 

Mr. Dean. It is quite agreeable to us, yes, Senator. 

Senator Keravuver. I believe at the end of Mr. Wenzell’s testimony, 
he was talking about when he first became apprehensive about his 
relationship in this matter and went to discuss the matter with Mr. 
Rowland Hughes, the Director of the Bureau of the Budget, sometime 
in February; is that correct? 


TESTIMONY OF ADOLPHE H. WENZELL, VICE PRESIDENT, FIRST 
BOSTON CORP.—Resumed 


Mr. Wenzevu. Toward the end of February. 

Mr. Kerrre. Was the date you picked February 23? 

Mr. Wenzetu. It was about that time. I cannot get it precise. 

Senator Kerauver. Mr. Wenzell, this is the important part of this 
entire matter, or one of the most important parts—the question of 
the relationship of the First Boston at the time the transaction with 
the Government and your relationship, also, in the Bureau of the 
Budget at that time. You take all of the time you want in answer- 
ing questions, and let us try to stay on this line of matter until we 
complete it, that is, from the time you first became apprehensive about 
it and talked with Mr. Hughes, February 23, 1954. And I believe 
you have told about your conversation at that time with Mr. Hughes, 
did you not? 

Mr. WENZELL. Yes, sir. 

Senator Krerauver. Do you want to proceed at this point, Mr. 
Keeffe ? 

Mr. Keerre. I would like, first, if I could, Mr. Wenzell, to fix the 
date that you first bought this matter up with Mr. Hughes. 

Mr. Wenzetu. I have not read my testimony of last Wednesday, 
but if I can repeat what I think I said on the thing, the first proposal 
was submitted on the 25th of February. 

Mr. Keerre. Right. 

Mr. Wenzeti. And I—— 
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Senator Krrauver. That is the first proposal of Dixon-Yates to 
the Atomic Energy Commission ¢ 

Mr. Wenzew. Yes, sir; the first written proposal was dated the 
25th of February 1954. 

Mr. Krrerre. We know. February 22, I believe, was a Monday and 
Washington’s Birthday. 

Mr. Wenzet. Right along at that time, within a day or two of that, 
I think there is a date showing on the 24th of February, where there 
was a draft prepared of an interest opinion that tied in generally with 
the time there. I could have spoken to Mr. Hughes either the 23d or 
the 24th. 

Mr. Krerre. Let me ask you, did you speak to Mr. Hughes prior or 
subsequent to the time you spoke to your own firm, the First Boston? 

Mr. Wenzet. My first recollection of the first person I spoke to 
was Mr. Hughes. 

Mr. Keerre. That is what you said the last time, as I recollect. 

Mr. Wenzett. That is my recollection. I would have put it about 
the 23d or 24th there. It could have been possibly that it was a day 
or two after the 25th, but my recollection—I have tried to reconstruct 
this—it was around the 23d or the 24th. 

Mr. Krerre. To the best of your recollection, will you tell us what 
you said to Mr. Hughes and what Mr. Hughes said to you! 

Mr. Wenzewi. Well, I can’t remember what the conversation was, 
but I said that this project—these conversations leading up to the 
project—were taking form, and that opinions had been asked of me 
prior to and up to that time on this all- -important matter of interest 
and that it seemed to me that if this thing, which was still in project 
form would be submitted and would be combed over and out of it 
some definitive proposition might evolve; the fact that I had been 
working on it in this rather narrow aspect for the Bureau of the 
Budget, which was this interest matter, might cause some embarrass- 
ment later on. And I wanted to call his attention to the fact that those 
thoughts had occurred to me. 

As I recall, he did not seem to think—he thanked me for calling it 
to his attention, suggested I give it some more thought and discuss it 
with my people in New York, in the First Boston C orp. 

I think that was about the gist of my conversation. 

Mr. Kererre. Y _ started to say, “He did not seem to think.” 

Mr. Wenzetu. I don’t think he thought it was as serious or had the 
implications, possibly, that I had. I may have exaggerated some im- 
portance at that time—its importance at that time. I can’t just recall 
what the inference was. 

Mr. Krerre. After that conversation with Mr. Hughes, which was 


roughly around February 23, you then took it up at the First Bos- 
ton Corp. ? 


Mr. WeNzeLw. I did. 

Mr. Kererre. With whom did you take it up at the First Boston 
Corp. ? 
’ = Wenze.L. My recollection is that I took it up with Mr. Cogge- 
shal 

Mr. Krerre. What did you say to him, and what did he say to you? 

Mr. Wenzeww. Well, I repeated to him about what I repeated to 
you, what the substance of my conversation with Mr. Hughes was. 
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And he listened to me and suggested that I better take it up with our 
regular counsel, Sullivan & Cromwell. 

Mr. Keerre. Was it as a result of your conversation with Cogge- 
shall—was it Coggeshall alone? 

Mr. WeENzELL. It may have been somebody else. I can’t—I know I 
talked definitely with Mr. Coggeshall, and I think at the meet- 
ing I had with him, I was alone with him. I am not sure that there 
was anyone else there. 

Mr. Kerrre. Was it as a result of your conversation with Mr. 
Coggeshall that on February 23, Messrs. Coggeshall and Linsley 
talked with Mr. Dean? 

Mr. WenzxELL. I would have thought that conversation would have 
been on another subject, rather than this. I am not sure. 

Mr. Keerre. Mr. Dean, it is Item 1 on this blotter sheet of 1954. 

Mr. Dean. Yes; I remember distinctly Mr. Coggeshall calling me 
on this matter. I do not think Mr. Linsley did. I think my blotter 
entry is “conversations,” plural, with Messrs. Coggeshall and Lins- 
ley. Iam quite sure that I talked with Mr. Coggeshall alone. I recall 
very distinctly that he called me up and said, “Did you know that Mr. 
Wenzell had been down doing some work as a consultant at the Bu- 
reau of the Budget?” 

I said “No,” I did not know anything about it. 

“Well,” he said, “He has got some problems in his mind about 
whether there is any possible conflict that might arise and I would 
appreciate it if you could either see him or have one of your partners 
see him and talk to him about it.” 

And I spoke to John Raben, asked him if he would be available 
to see Mr. Wenzell. 

I notice my second item here is, February 26, 1954, telephone con- 
versation with Raben. 

Mr. Keerrr. Did that precede Mr. Wenzell’s visit to Raben ? 

Mr. Dean. Yes. I posted Mr. Raben about my conversation with 
Mr. Coggeshall and asked him if he could see Mr. Wenzell. I think 
I asked him to see Mr. Wenzell, because I believe that I had to leave 
for Washington. 

Mr. Keerre. Then on February 26, Mr. Wenzell, you went into 
Sullivan & Cromwell and conferred with Mr. Raben. 

Mr. Wenzetx. I can’t remember whether that was in Sullivan & 
Cromwell’s office or in my office. It was in New York. I had a meet- 
ing with Mr. Raben. 

Mr. Kerrre. According to Raben’s blotter entry he spent some 4 
hours with you that day. There is a mention of another telephone 
conference with Mr. Kramer in it. 

Mr. Dean. That is another matter. 

Mr. Keerre. That is another matter. But he saw you on the 26th 
of February, either at the First Boston Corp. or at Sullivan & 
Cromwell ? 

Mr. Wenzeww. That is right. 

Mr. Keerrer. Will you tell us what you said to Mr. Raben and what 
Mr. Raben said to you? 

Mr. Wenze.u. Well, I repeated to him what I told you before, what 
my feeling in the matter was. And I didn’t recall speaking, paren- 
thetically, that I was with him, anything like 4 hours. That may be 
the basis of some bills we got from Sullivan & Cromwell. 
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Lut the basis of Mr. Raben’s conversation with me was that he 
said—-he asked me how long this work was carrying on at the Bureau 
and how long I expected to be engaged down there. He said he 
thought there should be a severance made from my work with the Bu- 
reau, and that I should inform the Bureau of the Budget that was 
my intention and preferably, in a formal letter to them, write and 
terminate my services. He thought that I should do that as promptly 
as possible. 

Mr. Kererre. Did you do that? 

Mr. Wenzevv. I did not write a letter. I do not recall the next time 
that | was in Washington, but I would say it was within 4 or 5 days 
or a week. And the conversation that I recall in Washington was 
not with Mr. Hughes, but with Mr. Dodge. 

Mr. Kerrre. Before you come to that conversation in Washington 
with Mr. Dodge, would you complete, please, your conversation with 
Mr. Raben on the 26th of February. What else did Mr. Raben say 
to you and what else did you say to him? 

Mr. Wenzevtt. Well, I thought I had completed that. That was 
the gist of what our conversation was, as I recall. 

Mr. Kerrre. Perhaps I could refresh your recollection from a 
statement which Mr. Dean made here at the hearings of June 7. 

Mr. Dran. July. 

Senator Kerauver. July 7. 

Mr. Krerrr. July 7, excuse me. It is pages 313 and 314. 

Mr. Dean. No. Let me say first, Senator, that I telephoned Mr. Coggeshall, 


the president of the First Boston Corp., last night to ask him whether or not 
he wished to waive the privilege. 


I will not read that. I will drop to the lower paragraph. 


I find Mr. Coggeshall called our office on February 24, 1954, and said that there 
were certain matters in connection with Mr. Wenzell’s service as consultant 
to the Bureau of the Budget which Mr. Wenzell had been talking to him, Mr. 
Cogyeshall, about, and would like to have Mr. Wenzell come over and see us. 

Mr. Wenzell came over and saw a partner in our office, Mr. John Raben, on 
February 26, 1954. He showed Raben the draft of a letter of February 23, 1954, 
in which he said in his capacity as a consultant to the Bureau of the Budget, 
he had picked the brains of the moneymen of the First Boston Corp. in an 
effort to try to find out, if this thing could be done at all, what the interest rate 
would actually be. And First Boston’s moneymen, namely, Harter and Cannon, 
had expressed their opinions that under these market conditions and under cer- 
tain assumptions of the debt and capital ratios, that the interest rate would be 
31% percent. And he asked Mr. Raben whether Mr. Raben saw any objection 
to the First Boston’s signing that letter. 

Mr. Raben asked Mr. Wenzell whether there was anything pending. Mr. 
Wenzell replied that he did not know whether Mr. Dixon would actually make 
an offer. He did not know whether the offer would be accepted, and he did not 
know whether Mr. Dixon could get part of it. 


Mr. Dean. Could the partners—“Could get partners.” 

Mr. Kerrre. The transcript says, “get part of it.” 

Mr. Dean. Yes; it does. 

Mr. Kerrre. It should be “partners?” 

Mr. Dean. Partners. 

Mr. Keerre. “Could get partners.” But his question was, did Mr. 
Raben say anything in the matter which might arise to embarrass 
either Mr. Wenzell or the First Boston Corp. in the event that any 
business were to develop, if First Boston were asked to be the agent 
on the financing? 

65950—66—pt. 137 
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Mr. Raben said to him that he thought that before the First Boston Corp. 
undertook to act as an agent in any financing, if any should develop, that, first, 
Mr. Wenzell should make clear that he had severed his entire relations with 
the Bureau of the Budget; that second, he should discuss the entire matter with 
Mr. Dodge and Mr. Hughes. of the Bureau of the Budget, and that First Boston 
should do nothing without their approval, and if and when such a matter devel- 
oped, he thought the directors of the First Boston Corp. as a matter of policy, 
not as a matter of law, ought to decide whether or not they wanted to act as an 
agent or if they decided to act as an agent, whether they wanted to take a fee. 

Is that an accurate statement of the conference, Mr. Wenzell ? 

Mr. Wenzewu. I had not remembered as much detail as that. I 

rave you in brief summary here what the advice of Mr. Raben was. 
liek with me, I remember, a draft of this letter. 

Mr. Keerre. That is the unsigned draft of February 23? 

Mr. WENZzELL. Yes, sir. 

Mr. Dean. It should be February 24. 

Mr. Keerer. February 24? 

Mr. Wenze.v. February 24, which he went over, and I explained 
to him the purposes which had been established, and that while it 
had not been asked and had not been asked to be signed, if the thing 
got to various meetings and various refinements, ‘there could pos- 
sibly be a definitive proposal come out of it and at some future date 
there could be a request on the part of these people who were submit- 
ting the proposal, I am sure that the First Boston could arrange some 
financing. I do not recall the full details of that, but I think that 
statement of Mr. Dean’s—I think it is reasonably accurate, yes, sir. 

Senator Kerauver. Mr. Wenzell, what strikes me about ‘this i is, ac- 
cording to Mr. Dean’s statement here, what Mr. Raben said that you 
said you did not know that Mr. Dixon would actually make an offer. 
As of this date on February 26, they had already made an offer, had 
they not? 

Mr. Wenze.. I was referring to a definitive proposal, sir. There 
Was a proposal put in on the 25th of February, but still there was a lot 
of work to be done. 

Senator Keravver. There was a firm offer made and it is printed in 
the record here of Dixon and Yates to the Atomic Energy Commission 
of February 25. 

Mr. Wenzeti. That is right—that is right. 

Senator Krravver. So that that was not quite right, about not 
knowing whether they would make an offer. They had already made 
an offer at that time. 

Mr. Wenzeu. A proposal had gone in on the basis of which they 
said, as I recall, at the end they were prepared to sit down and nego- 
tiate a definitive contract. I forget the exact words. 

Senator Kerauver. All right, go ahead. 

Mr. Krerre. Your prior testimony—— 

Mr. WENZELL. Excuse me, what 1 was—the only qualification I had 
here was, it was still in a formative matter. It had not been—— 

Senator Kerauver. It had not been accepted, but the offer had been 
made, 

Mr. WenzeELL.. It was supposed to have been put in; yes, sir. 

Senator Kerauver. The letter is on page 931 of the hearings before 
the Joint Committee and it seems to be in great detail, just about the 
amount of kilowatts, what the price would be, a little more than two 
pages of fine print. 
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Mr. Wenze.i. Well, could I amplify that somewhat, Senator / 

Senator Kerauver. Very well. 

Mr. Wenzeitt. When I say it was still preliminary, my functions 
with the Bureau of the Budget, as I have previously testified, were 
essentially on the narrow but important matter of cost of money and 
interest that would go into a proposal. There was another very im- 
portant matter that had to be considered in the thing, in which I was 
being asked opinions by the Bureau at that time, which was equally 
important as the cost of the money. 

That is, what the project itself was to cost. And as I recall, Febru- 
ary 25, the first proposal went in there used a unit cost of around $200 
a kilowatt. That figure went in, in the first proposal, but the people 
in the Bureau asked me, also, whether in my opinion that was a figure 
that would stand up or whether it should not be refined and an attempt 
made to get a lower unit cost. 

That matter, I remember, was still under discussion when the Feb- 
ruary 25 proposal went in. 

I said “under discussion’”—it was mentioned to me by the Bureau— 
and you will recall that February 25 proposal later on was with- 
drawn, and revised. 

Senator Krerauver. Finally, at long last, they got in touch with the 
Tennessee Valley Authority people ‘about it, who pointed out that 
this $200 a kilowatt figure was entirely too high and it was withdrawn, 
and the April 10 proposal was made. 

Now, Mr. Wenzell, you testified that you went over this proposal 
with Mr. Dixon before it was submitted. 

Mr. Wenzeuu. I did, and I called attention to the Bureau what 
this figure was, and they asked me at that time, about the time the 
proposal went in, whether or not it was in my opinion high, and 
I said that I thought it was. But, however, this was an area in which 
I thought they should get further expert advice, and as 1 said, it 
was a very important matter. 

Sometime around the 1st of March, I would say sometime between 
around the Ist, maybe the 5th of March, there were meetings being 
held after the 25th when the proposal went in, I made the suggestion 
to the Bureau that they consider the employment or use of Mr. Adams, 
Mr. Francis Adams, who was the head of the Power Bureau of the 
Federal Power Commission. That suggestion, I think, was made, 
] think, sometime in the early part of March. 

I made that suggestion either to Mr. Hughes or to Mr. Dodge or 
to both. But they “did some inv estigation of the matter at that time 
and cleared it with various people, including the Chairman, I believe, 
of the Federal Power Commission. 

Senator Krrauver. Mr. Adams did eventually come in. 

Mr. Wenzeti. And Mr. Adams came in and undertook this work. 

Senator Krerauver. But the point is, Mr. Wenzell, at the time you 
talked with Mr. Raben, apparently you told him that you did not 
know whether Mr. Yates was going to make a proposal, you had 
already sat down with Mr. Dixon and gone over his proposal with 
him. You knew it had been actually submitted to the Atomic Energy 
Commission. 

Mr. Wenze... That is correct; that part. 

Senator Kerauver. Whether it was a good proposal which was 
accepted or not, you had gone over it and, apparently helped him get 
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it up, or anyway, you had looked it over and you knew it had been 
submitted, and that his last expression there, thought bonds could be 
marketed, and so forth, was taken from your information that you 
had given him. 

Mr. Keerre. That is true; is it not? 

Mr. WenzeLu. That last you said there. 

Senator Kerauver. The last paragraph is, “We have received as- 
surances from responsible banking specialists expressing the belief 
that financial arrangements can be made,” et cetera 

Mr. Wenzeuu. That is correct. 

Senator Kerauver. Was taken from your information ? 

Mr. Wenzetut. That is correct. 

Mr. Kerrre. That was based on your draft letter of February 24; 
was it not? 

Mr. WeNzELL. On oral statements that had been given prior to the 
draft; yes, sir. 

Mr. Keerre. Was it your conversation with Mr. Raben that resulted 
in your not signing and putting this letter in final form ? 

Mr. WeNnzELL. No; it had nothing to do with it. We were not asked 
to put it in final form. The only object of putting it in that tem- 
porary form was to try to define what we were talking about when 
we were giving an interest rate on it. 

Mr. Kerrre. On page 314, Mr. Dean stated you asked Mr. Raben 
whether Mr. Raben saw any objection to First Boston signing this 
letter. I assume that is the letter—he meant the draft of a letter of 
February 23, dated February 24. That is exhibit No. 5. Did you 
discuss that with Mr. Raben 

Mr. Wewnze.u. I do not recall that I discussed signing the letter 
with him. I could have. It was not signed at that time. There was 
no request to have it signed. 

Mr. Keerre. From that statement it is evident that you took up with 
Sullivan & Cromwell, Mr. Raben, is it not, whether it would be proper 
for First Boston to sign this letter ? 

Mr. Wenze.u. I think that is a correct inference there; yes. 

Senator Keravuver. I am not satisfied with your explanation of how 
this letter hung around from February 24 until along sometime 

Mr. Dean. The 14th of April. 

Senator Kerauver. The 14th of April, 2 months, or not quite 2 
months, before it finally got signed in substantially the same form 
it is here. 

Was it not kept in an unsigned form, although the information in 
it was used and relied on by Dixon and Yates—was not it kept in 
this unsigned form until you got out of the Bureau of the Budget? 

Mr. Wenzetu. No, sir; not at all. I think the only reason it was 
drafted was to put down in a memorandum form what were the terms 
surrounded the 314-percent interest rate—what type of securities, 
and to clarify what had been oral statements. 

Senator Kerauver. This is not a memorandum. This is a letter 
addressed to Mr. Dixon. 

Mr. Wenze tt. It isin a draft form; yes, sir. 

Senator Keravver. All right. 

Mr. Keerre. It backed up the proposal of February 25? 

Mr. Wenzetu. Yes, sir. It gave the information down there. 
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Mr. Keerre. It backed up the paragraph in the letter that the 
Senator read to you that Dixon and Yates had had advice from reliable 
financial specialists that they could get money at 314 percent. 

Mr. Wenzery. But as I said it was given them long Folds that oral 
statement, trying to cover this thing in exact——— 

Mr. Keerre. But you did draft this letter as you have already testi- 
fied and showed it to Dixon? 

Mr. WenzeELL. Yes, sir. 

Mr. Krerre. The first advice Mr. Raben apparently gave you was 
that you should sever your relations with the Bureau of the Budget 
and you started to tell about that. Would you tell us about that? 

Mr. Wewnzeun. Yes; he said that he thought that I should get 
myself—I should advise the Bureau of the status of my work up there 
and terminate my services with'the Bureau of the Budget. And I 
think he suggested that it should be done in the form of a letter; 
that I should write to them and formally resign from the Bureau 
of the Budget. 

When I returned to W ashington I discussed it, I think, with Mr. 
Dodge, rather than Mr. on My recollection at that time is that 
Mr. Hughes was temporarily away from Washington for a few days. 

Mr. Kerrre. Could you give us the approximate date? 

Mr. WenzeLt. Well, I would guess it was in the early part of March. 
I would say around the Ist of M: arch or the 2d of March. 

Mr. Krrrrr. What did you say to Mr. Dodge and what did Mr. 
Dodge say to you? 

Mr. Wenzetu. I told him I had these prior conversations with Mr. 
Hughes, that I had this conversation in New York with Coggeshall 
of the First Boston C orp. and then subsequently with Sullivan and 
Cromwell who are our counsel, and that they had advised me that I 
should terminate my services down there and write a letter. 

My recollection is that Mr. Dodge said that he thought that that 
was perhaps unnecessary. What everybody was talking about then 
was a proposal on a project which had many “ifs” in it; ‘that was far 
from resulting in a completed proposal or a definitive matter; that 
there were still hi meetings going on there in an attempt to refine 
it. At any rate, I did not write in a letter of resignation at that 
time, but I did indicate to him, and I think he agreed, ‘that my service 
would be terminated as soon as possible ther eafter, 

As I recall, it was about that time that I raised with him this mat- 
ter about another expert coming in on the power matter. And I think 
there were a few meetings that took place in March there where he 
asked me to continue to attend. There were some staff meetings going 
on in the Bureau. 

Mr. Keerre. Did you discuss with him that Mr. Adams of the Fed- 
eral Power Commission would be your substitute ? 

Mr. Wenzetv. I made that proopsal to Mr. Dodge. I said that be- 
fore, I thought. It was my suggestion to him that he check into the 
qualifications of Mr. Adams on 1 this. 

Senator Kerauver. Mr. Adams will not be a substitute. He knows 
about kilowatts and power. He is not a money man. You were the 
money man. 

Mr. WeNzeELL. Not on interest rates, but he is a man that was very 
familiar, as I said, on this other very important matter, and that is 
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What it was to cost—the capital cost on it, which had started out in 
the first proposal at a figure that was around $200 a kilowatt. 

And I think in the final April 10 proposal that figure came down 
to around $160 a kilowatt. It was hammering away, trying to get that 
figure down. It was my feeling that an expert of Mr. Adams’ quali- 
fications who was very familiar with unit costs and steam prices 
throughout the country— 

Senator KeFrauver. So he could be a substitute in one field, but could 
not be a substitute in the interest field ? 

Mr. Wenzeti. I do not think he would attempt to do so on the 
interest field. 

Senator Kerauver. Here is something that strikes me, Mr. Wenzell. 
Mr. Dodge, according to your testimony, suggested that since the mat- 
ter had not been consummated and there was still being worked on 
some other conferences to take place in connection with it, it would be 
all right for you to stay around for a while until some of these other 
talks took place, apparently, to get out of the Bureau of the Budget 
before the contract was finally terminated or signed. Is that what 
you understood ? 

Mr. Wenzeit. I think, sir—I was in Washington with the Bureau 
of the Budget, you might say, on three different occasions. The first 
one was during the summer of 1953 when I terminated that work and 
I turned in a report in September. 

Then there was nothing happened until January, early January, 
I gotatelephone call. I thought when I was coming down there it was 
for a matter of 1 day or 2 days. 

Senator Kerauver. You have explained that. 

Mr. Wenzett. Then as I said, February 25 proposal—I thought 
again it was over. They were unhappy with the figures that were used. 
They thought they were on the high side. And in a definitive project, 
in the definitive proposal, they should be reduced. And they were go- 
ing to have a number of conferences around. And at one of those or a 
conference I attended, as I recall now, when I suggested Adams, I 
felt T had made a contribution to them in getting somebody who could 
really supply them with the matter on the capital costs, and I think 
the last I was in Washington, the last date that T recollect, was the 
3d of April, when I was finished down here. 

The second proposal which was drawn and reframed and worked 
over went in the second and final shape on the 10th of April. 

Senator Krravver. You went over that second proposal and helped 
get it up? 

Mr. Wenzeti. Well, I did in various conferences, both there and at 
the Bureau of the Budget. There was very little that I did then 
except to watch very carefully to see what the money costs or the 
interest costs that entered into it were, because we were in a period 
when the bond market was a little soft, and the question that was 
being asked me in those days was, “Is this overall 314-percent interest 
rate still going to be good for the period from the 25th of February 
up until, I think, the 3d of April,” was the last I saw of it. That was 
the figure that went in the final proposal. 

Senator Kerauver. Now, Mr. Wenzell, I want to ask you and, 
perhaps, your counsel: It does not seem to me that you can avoid 
the violation of this statute of acting for your company and for the 
Government at the same time, being in the Government at the time 
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the contract is worked up through its various phases of develop- 
ment, and then save yourself by getting out just before it is finally 
consummated or fin: ally agreed to. 

Here in this matter it occurs to me that the inception was back in 
May. It was originated by your chairman, the conferences originally 
originated with “Mr. Dodge by Mr. Woods, the chairman of your 
board. You helped on that project. And then you came back, helped 
get up this proposal, in which your company became the financial 
agent. 

You do not think you can avoid the liability under this statute 
by getting out before ‘the thine was fin: ally consummated ? 

Mr. WeENzELL. Do I? 

Senator Kerauver. Yes. 

Mr. Wenzett. I certainly do. 

Senator Keravuver. You think you do? 

Mr. Wenze.u. | certainly do: ves, sir. 

Senator Keravver. You mean if you are not there when the contract 
is finally signed and agreed on, that would relieve you of liability ‘ 

Mr. Wenzeti. The contract itself finally was signed months later, 
as I recall it. These were proposals. The contract itself came out 
much later. 

Senator Kerauver. Mr. Wenzell, think what you are saying. You 
think that being there all of this time when the original first idea came 
from your chairman, trying to help the Government as he says, and 
then you work up the matter, you get up the opinion on which the 
interest rate is based—look over the draft—you attend conferences— 
and then you get out after it has been substantially worked up, a short 
time before the contract is signed, and you think that relieves you of 
liability under this statute? 

Mr. Wenze.tu. I would think so: yes, sir. 

Senator Keravver. Mr. Wenzell, on that basis a person could be in 
and get a contract with the Government for his own corporation, and 
then just before it is going to be signed, get out of the Government, 
and the contract is then signed and no criminal liability. That does 
not seem right to me. 

Mr. Dean. There was no contract with the Government here. 

Senator Kerauver. Mr. Dean, you are surely not contending that 
2 man can work with the Government for 364 4 days a year and then 
get out on the 365th day and be relieved of criminal “responsibility 
under this statute. are you? 

Mr. Dean. It depends on the facts, Senator. What section are we 
talking about? 

Senator Kerauver. I am talking about section 434 of the criminal 
code. I think we might as well read it in the record at this point. 

Mr. Dean. Could I address myself to the section under which he 
was hired ? 

Senator Kerauver. Let me read this section 434 into the record. 
Title 18: 

Interested persons acting as Government agents. Whoever being an officer, 
agent, or member of or directly or indirectly interested in the pecuniary profits 
or contracts of any corporation, joint stock company, or association, or of any 
firm or partnership or other business entity, is employed or acts as an officer 
or agent of the United States for the transaction of business, with such business 


entity, shall be fined not more than $2,000 or imprisoned not more than 2 years or 
both, 
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Do you think, Mr. Dean—I address the question to you—do you 
think that if you work up a ie under this representing a corporation 
and get employed by the Government and work up a business almost 
to the point of completion, and then get out just before the contract 
is going to be signed, that that relieves the person of the criminal 
lis ability under this statute ? 

Mr. Dean. Let me say that the First Boston Corp. never directly 
or indirectly ever had any contract, and never contracted any business 
with any governmental entity, with the United States Government 
or with any entity of the United States Government at any time. 

And, secondly, Mr. Wenzell was never——— 

Senator Kerauver. On that first point, Mr. Dean. of course, the 
First Boston Corp. was a party to this contract. 

Mr. Dean. No, it was not, Senator. The First Boston Corp. was 
never a party directly or indirectly to any contract with the United 
States Government, nor was Mr. Wenzell an officer, agent, or member 
of any governmental department at any time. 

Senator Krrauver. Mr. Dean, on the first point, we can argue this 
later, the words there are “transaction of business.” 

Mr. Dean. With such business entity of the United States Govern- 
ment. 

Senator Krrauver. Yes. The transaction of business was the nego- 
tiation of the contract on which First Boston was going to act as the 
financial agent, from which they would receive—they were interested 
in the contract, in the profits. I do not think under the interpreta- 
tion of this statute there can be any question that First Boston does 
not come under the terms of this statute. 

Mr. Dean. I beg to differ with you. I do not think First Boston 
ever directly or indirectly entered into any contract with the United 
States Government. 

I do not think First Boston ever negotiated any contract with the 
United States Government. 

First Boston Corp., I think the record is clear, was never asked 
to act as an agent in this matter until perhaps the latter part of 
April—certainly, definitively, not until the middle of May 1934. 

Senator Kerauver. Did you present, or Sullivan & Cromwell pre- 
pare, a legal opinion for F irst Boston on the possible violation of this 
statute ¢ 

Mr. Drawn. I never did. We never considered it. We never ren- 
dered any opinion to the First Boston Corp., but I studied it since 
I have seen your statement in the Congressional Record that there 
Was a possible violation. And since that time I have studied the code, 
the oe of the Attorney General, and the cases with great care, 
and I think it is very clear, Senator Kefauver, that under ‘subsection 
55-A of title 5, which is the section under which Mr. Wenzell was 
hired, it provides that the department heads may procure temporary 
service of experts and consultants and that at rates not in excess of 
the per diem equivalent of the highest rate payable under the Classi- 
fication Act, and that 73—B-2 of title 5 provides for an intermittent 
employee. 

Let me stress that word “intermittent” in the code adopted by the 
Congress of the United States. And it reads: 


Travel expenses: Persons in the Government service einployed intermittently 
as consultants or experts and receiving compensation on a per diem when actually 
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employed basis may be allowed travel expenses while away from their home or 
regular places of business— 


Let me stress “regular places of business”— 


including per diem in lieu of subsistence while at place of such employment, 
and in accordance with the standardized Government travel regulations. 

Senator Kerauver. Mr. Dean, you do not mean to contend here that 
because one is an intermittent employee or he is a specialist employed 
for a short time by the Government, that that has anything to do 
with violating the code? 

Mr. Dean. I certainly do, because there are a number of opinions on 
this matter that intermittent consultants obtain no pension rights. He 
gets no vacation rights. He accrues no governmental rights for re- 
tirement. And he is not an employee. And he is not an officer of 
the United States Government or any department thereof. That is 
well settled. Ile does not get any pay. He gets $10 in lieu of ex- 
penses. Ile gets an out-of-pocket 

Senator Krerauver. Mr. Dean, what is your position? Are you 
tuking the position that Mr. Wenzell was not an employee? 

Mr. Dean. I am. 

Senator Kerauver. Within the meaning of this code? 

Mr. Dean. I am. I am taking the position that he was an inter- 
mittent, that he was an expert and a consultant, and he was employed 
under section 55—-A of title 5 of the code as adopted by the Congress. 

Senator Kerauver. Mr. Dean, are you not aware that it is ‘these 
business consultants and these specialists who are unusually well 
equipped to secure business for their company! Are you going to let 
them come down, and just because they are intermittent or employed 
just for a few days, violate the double-representation statute, the stat- 
ute against conflict in interests? 

Mr. Dean. Senator Kefauver, if the Congress wishes to change the 
code, that is another matter, but I as a lawyer can interpret the code as 
Congress has adopted it, and it seems to me that it is very clear that 
the Congress intended that the department heads could employ as 
temporary experts and consultants people who were regularly em- 
ployed elsewhere. 

Senator Kerauver. Mr. Dean, is there anything in title 5 there talk- 
ing about employment of experts and consultants which relieves them 
from liability under the criminal section 434 of title 18? 


Mr. Dean. Well, again, Senator Kefauver, you have to go to section 
34 of title 18, and it reads: 





Whoever being an officer, agent, or member of or directly or indirectly inter- 
ested in the pecuniary profits or contracts of any corporation, joint stock com- 
pany, or association, or of any firm or partnership or other business entity, is 
employed or acts as an officer or agent of the United States for the transaction 
of business for such business entity. 

My first point is that Mr. Wenzell was never an officer or agent of 
the United States. 

And, secondly, that there never was any transaction of business with 
the First Boston Corp. There was never any contract with the United 
States Government or by any entity of the United States Government 
with the First Boston Corp. 

Senator Kerauver. But, Mr. Dean, there was a transaction. This 
refers to transactions and not consummated contracts. 
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Mr. Dean. Such transaction of business with such business entity. 
What business entity ? 

Senator Keravver. Do you not think that the First Boston and Mr. 
Wenzell were interested.in the contract that Dixon-Yates got with 
the Government / 

Mr. Dean. There never was any interest of the First Boston Corp. 
in the contract, by either the First Boston Corp. or by Mr. Wenzell. 

Senator Krerauver. Why, have you not heard Mr. Woods testify 
here that he had not just a profit interest, which eventually he decided 
to waive—that was only part of it—that the standing of his company, 
the advertising it would give his company, the lead it would give his 
company in getting other security business in the Tennessee Valley 
Authority area, that those were parts of the contract in which the First 
Boston and he were interested ? 

Mr. Dean. No; I did not hear him so testify, Senator. 

Senator Krerauver. Then I think the record will show that, Mr. 
Dean. 

Senator O’Manoney. May I make a comment here? 

Senator Keravuver. Yes. 

Senator O’Manoney. I am, as you know, tremendously concerned 
about all of the various aspects of this transaction. 

I also have a very deep conviction that a congressional committee 
is not a grand jury. I have said that on numerous occasions, particu- 
larly in the investigations being carried by the Narcotics Subcom- 
mittee of this committee. We are constituted committees of the legis- 
lative branch of the Government in search of facts upon which to base 
legislation, and to be sure that the legislation already enacted is being 
carried out. 

One thing impresses me more than anything else in this case, that 
is the fact that officers of the Government, not the First Boston Corp.., 
particularly, but officers of the Government have obviously used secre- 
tive methods to bring about this transaction. They have not only 
deceived the Congress of the United States and this committee, but 
I think they have received the First Boston Corp. 

I was impressed with the fact the other day, in the examination 
of Mr. Wenzell, that he was apparently completely surprised when 
he learned that Admiral Strauss had testified before the Joint Com- 
mittee on Atomic Energy that he, Mr. Wenzell, was not representing 
the Bureau of the Budget when he came to call upon Admiral Strauss 
and was by Strauss referred to Mr. Williams. 

I also have been impressed by the fact that the witnesses of the 
First Boston Corp. here have expressed complete surprise at the 
position taken by the Director of the Budget, Mr. Hughes, who testi- 
fied before this committee that he did not know Mr. Wenzell of the 
First Boston Corp. was working up any plan. 

So far as this particular statute is concerned, we are confronted 
with the difficulty that it seems to cover transactions with the Govern- 
ment of the United States, whereas the transaction in this case is a 
transaction between the Mississippi Valley Generating Co. and the 
First Boston Corp., so that it avoids the terms of this contract. I 
think that without any doubt that the officers of the Bureau of the 
Budget, Mr. Hughes, Admiral Strauss, the head of the Atomic Energy 


Commission, and some members of the Tennessee Valley Authority 
were deliberately engaged 
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Senator Kerauver. Not the Tennessee Valley Authority. 

Senator O’Manoney. Some members of the Tennessee Valley Au- 
thority, I think, were involved in it. Perhaps, I should withdraw 
that statement. 

Senator Keravver. I had not heard about it. 

Senator O’Manoney. I had in mind General Vogel. I withdraw 
that from the record, however. General Vogel was appointed to the 
Tennessee Valley Authority, and it seems to me that he had something 
to do with the contract, but be that as it may, I strike that from the 
record. 

But clearly the Atomic Energy Commission and the Bureau of the 
Budget were deliberately involved in a plan to curtail the operations 
of the Tennessee V alley Authority, to compel the city of Memphis to 
accept a source of power from a utility that was to be organized and 
which was not then an organization. Mr. Wenzell was brought into 
the picture because of the visit of Mr. Woods with the Director of 
the Bureau of the Budget, and he presented to the Bureau of the 
Budget—he does not deny it—a plan by which the Tennessee Valley 
Authority could get out of the business of furnishing power to the 
city of Memphis. 

These things to me are culpable acts by members of government. 
but I doubt very much whether an indictment could be brought under 
this statute, section 434, because it makes it a crime of the act which 
takes place when a person being an officer, agent. or member of any 
corporation, joint stock company, or association interested in pecuni- 
ary profits, is employed and acts as an officer or agent of the United 
States for the transaction of business between the United States and 
that corporation. That was sidetracked. 

What they did was to act for the transaction of business with the 
subsidiary company of the holding companies which were being organ- 
ized for the purpose of cutting around any such statute of this char- 
acter. I withdraw the words, “for the purpose of cutting around”. 
that may not have been in the minds of anybody. There is no evidence 
that it was in their minds, but it does cut around that statute. 

Senator Krerauver. I agree with you. I think that we all agree 
that this committee is interested in legislation and what has happened 
in connection with this transaction. We are a fact- finding body, not 
a grand jury. but Mr. Dean raised a question under title 5, and that 
this section ‘of the code did not apply. It occurred to me that if his 
position is correct, that that might be another matter that this com- 
mittee would want to know the facts about 

Senator O’Manonery. I think without any doubt, Mr. Wenzell, un- 
ler this section was an officer of the United States, but the transaction 
that was completed was not a transaction with the United States. 
And, therefore, it does not apply in the second case to him. 

Senator Krravver. I must very respectfully disagree, according to 
mv interpretation of this statute from some very close reading, with 
vour conclusion and with Mr. Dean’s. Otherwise. vou would leave it 
in this ridiculous situation. Suppose corporation A was anxious to get 
a big contract with the Government, and an officer of corporation B, 
which was going to be this subcontractor taking over part of corpora- 
tion A’s work that had been worked up to a substantial point, the 
matter of the subcontract. Corporation B got its agent in as an em- 
ployee in the Government for the purpose of furthering the contract 
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with the Government and B. Necessarily, the fact that the contract 
was between the Government and corporation A would not relieve this 
man who was an officer of the subcontractor of criminal responsibility. 
He would have an interest in the transaction of business between the 
Government and corporation A. He would be interested, because his 
company was going to be the subcontractor. And in this case, there 
is not any question in anyone’s mind, I do not think very much, as of 
the time Mr. Wenzell left the Bureau of the Budget his company, 
First Boston, was going to be the underwriter of the Dixon- Yates 
Mississippi Valley Generating Co. 

So that his company stood to gain by the contract being consum- 
mated between the Government and Dixon-Yates, either through profit 
or through the enhancement of the general business and standing of 
First Boston, which was going to be the financial agent. Whether it 
was for direct profit, whether it was otherwise beneficial to the First 
Boston, I do not think would make any difference. 

Senator O’Maiionry. May I just say this, Senator Kefauver, that I 
thoroughly agree that morally and ethically the activities of the Gov- 
ernment agency involved in this matter are not to be defended. And 
I do not for a moment want anything that I have said here to indicate 
that Icondonethem. Idonot. Ithink that they must be condemned. 
I think that Mr. Rowland Hughes, the Director of the Budget, stands 
revealed before this committee as not only exercising bad faith to this 
committee, but exercising bad faith with Mr. W enzell. 

But when it comes to charging that Mr. Wenzell was an agent of 
the Government engaging in promoting a transaction between the 
Government and his c ompany as stated in this criminal statute, I find 
that the words, in my opinion, would just not uphold an indictment. 
You would not get to first base with an indictment under that statute. 

Senator Keravver. | agree with you that it is not the point. You 
will notice the statute does not say that you have to enter into a con- 
tract. It just says for the transaction of business. 

Senator O’Manonery. With the United States. 

Senator Kerauver. Transaction of business with such business 
entity. 

Senator O’Mauonry. With the United States. 

Senator Kerauver. With the United States. 

Senator O’Manoney. That is the missing link in this diagram. 

Senator Kerauver. In any event—— 

Senator O’Manoney. So far as First Boston is concerned. 

Senator Keravver. Putting the first responsibility on Mr. Hughes 
and the Government, and I agree with you as to your attitude about 
them, I think we are leaving out one matter, that it was Mr. Woods 
who started the conversation about this. 

Senator O’Matoney. I am not overlooking that at all. Sure, he 
started them off. 

Senator Kerauver. Do you have some other comments that you want 
to make, Mr. Dean? I think we had better get away from this legal 
side as soon as we can. 

Senator O’Manoney. I want to add this, Mr. Dean, if you will 
pardon me. I want to make it clear on the record that I am amazed 
that Mr. Hughes, after the testimony of the last few days, has not been 


up here banging on our door to withdraw his testimony and tell the 
facts as they have been revealed. 
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Mr. Kerrre. He refused us another document yesterday. 

Senator O’Manoney. He refused another document. 

Senator Keravuver. We will get to that. 

Senator O’Manoney. That is in the face of the declaration of the 
President of the United States at a press conference that all of the 
documents were to be available to all of the newspaper people down 
there at the Bureau of the Budget and the Atomic Energy Commission. 

Senator Kerauver. I think that we owe it to Mr. Dean to let him 
make any further comment about this. We have engaged in a long 
colloquy about this, expressing our opinions. Your opinion rather 
agrees in part with Mr. Dean’s. If he wants to make any further 
comment about it, why, all right. 

Mr. Dean. No, Senator, I think that without going into legal argu- 
ment at all, 1 think the only thing which the First Boston Corp. as 
a corporation had to act was as financial agent for this Mississippi 
Valley Generating Co., in placing the securities that it proposed to 
issue with the insurance companies and with the commercial banks. 
I do not think it at any time was ever asked to act as an agent in 
the negotiating of a contract with the Government of the United States 
or any entity thereof. 

Secondly, let me say that Mr. Wenzell never took an oath. This 
question as to who is an officer or agent of the United States is well 
covered in a large number of opinions, court cases and opinions of 
the Attorney General. 

I understand the purpose of this statute, the genesis of it, was that 
from time to time the Government might want to call in an appraiser 
in connection with customs matters, might want to call in a real- 
estate expert. If the Government had to keep all of those people 
on its payroll, it would run into a large payroll for people who would 
only be employed at very infrequent intervals. This statute was to 
enable the department head to call in an expert who is regularly 
employed as a businessman, as a consultant on a temporary basis. 

Senator Kerauver. There is not any question about that. And the 
interpretation I put on the statute was not to prevent the Govern- 
ment from doing that. The interpretation I put on it was simply 
to prevent these intermittent fellows who are called in as specialists 
from time to time from working up and negotiating, transacting 
business either for their company or for a company that their company 
was going to do part of the work for, while they were here. 

There is not any harm in having called them in. I think it is a 
commendable thing. We just do not want them to be feathering their 
own nests when they come. 

Mr. Dean. The only further comment I have to make is, as I under- 
stand it, based on my previous conversation with Mr. Wenzell, he 
thought when he got through down here in September of 1953, that 
he was through, completely and totally. He thought when Mr. Hughes 
called him up and asked him to come down again in the telephone 
conversation of January 14, he came down on the 18th, it was only for 
a day or 2. 

When he talked to us February 22, at that time there had been no 
mention directly or indirectly that the First Boston Corp. would 
ever be called upon to act as an agent. Mr. Wenzell did not know 
at that time whether they ever would be. They did not know whether 
the offer would be accepted. 
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I call your attention to the fact that the offer was dated February 
25, that he came to us on the morning of February 26. I do not say 
that he perhaps had not got a copy of the offer of February 25 at 
the opening of business of the morning of February 26. He certainly 
knew it was going to be. Whether he knew it had been made or not, 
1 do not know. 

We said to him at that time, “Well, you had better terminate your 
relationship with the Bureau of the Budget. You had better do 
itin writing. And you had better go down and see Joe Dodge and see 
Rowland Hughes and, better tell them that you want to get through 
with this transaction. We do not know whether you are ever going 
to be asked to act as an agent or not, but you better tell Dodge and 
Hughes that you won’t do it without their consent. And we think 
that the directors of the First Boston Corp., as a matter of policy, 
ought to give careful consideration whether they will accept any fee 
in this matter.” 

We did not see any violation of the law. I did not then, and I do 
not now. 

I did feel, frankly, by having started out, if Senator O’Mahoney 
will permit me the words, as a matter of public service, they had 
better continue on that basis. They better not switch. 

That advice was not based on any matter of the law. It seemed to 
me just good commonsense. 

Senator O’Manoney. May I say this, Mr. Chairman? I applaud 
the statement of Mr. Dean that he advised his clients to get out of this 
business as soon as they could. I wish that there were somebody who 
would advise the President of the United States and all of the mem- 
bers of his Cabinet and all of the employees in the White House that 
they better get out of this kind of business, too, and do it very quickly. 

Senator Kerauver. Well, we will proceed now with the questioning. 
I think I should just summarize my position in the matter, that if a 
company that originated the idea in the beginning—its employees 
worked up the program, advised on the financing and reviewed the 
two proposals submitted February 25 and April 10—if that is not 
transacting business within the terms of this statute, then I think we 
had better consider very seriously and quickly amending the statute. 

Senator O’Manonry. I hope weshall. I will be all for that. 

Mr. Keerre. Mr. Wenzell, when you talked to Mr. Dodge, it must 
have been March 1 or March 2. 

Mr. WenzeEtx. That is my recollection ; yes, sir. 

Mr. Keerre. March 1, March 2, or March 3 are the dates of your 
trip to Washington. 

Mr. Wenzetu. March 1 and March 2. 

Mr. Keerre. Which date, do you think? 

Mr. WenzeEty. Both. 

Mr. Kerrre. On both dates you think you talked to Mr. Dodge? 
Mr. Dean thinks you did not. 

Mr. Dean. Both days in Washington. 

Mr. Wenzetu. I was in Washington both days there. I do not 
know. I would assume it was the first of those 2 days. 

Mr. Kererre. When you talked to Mr. Dodge, did you discuss with 
him the facts that First Boston would do the financing? 

Mr. Wenzetu. No, there was no financing, as I said before. There 
was nothing definite. I pointed out to him, as I had before, that in 
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connection with the proposal there had been all of these discussions 
about the interest rate, which had been pointed up by a draft of a 
letter which set them together. And that if the thing was accepted 
or was modified at some future date, it was logical that the First 
Boston might be in this business. That is what I discussed with 
him. 

Mr. Keerre. What did Mr. Dodge say to that? Did he say that 
he had any objection to First Boston taking the business ? 

Mr. WenzELL. As I testified before, he said he thought that was 
along the line—lots of meetings, lots of discussions. That this was 
only a proposal. It had to go through many refinements. 

And that he thought it was premature to discuss this or to take it 
seriously. 

Mr. Keerre. Did you have a similar discussion about this with Mr. 
Hughes? 

Mr. Wenze.u. As I recall—and I thought I testified—my recol- 
lection is that Mr. Hughes was out of town for a few days at that 
time. So my discussions of this thing were directly with Mr. Dodge. 

Mr. Keerre. Did you ever have any discussion on this subject with 
Mr. Hughes? 

Mr. WenzELu. I do not recall that I did. I think—I do not recall 
that I did. I think that when I had my discussions with Mr. Dodge, 
that was my definitive discussions. 

Mr. Keerre. Did you understand from your discussion with Mr. 
Dodge that Mr. Dodge had no objection to First Boston doing the 
financing, if that should develop? 

Mr. WeNzELL. I am trying to know how to answer your question. 
I think it was his feeling that the time to discuss that would be when 
there was something definite to discuss; that it was too remote a matter 
to be discussed at that time. 

Mr. Keerre. Did you ever discuss it with him again ? 

Mr. WENzELL. No. 

Mr. Keerre. After you finished with your conversation at Sulli- 
van & Cromwell’s, did you convey the advice Mr. Raben gave you to 
your employers at First Boston ? 

Mr. WenzeE.tL. My recollection is that I did. 

Mr. Keerre. With whom did you talk there? 

Mr. Wenze.v. I think either Mr. Coggeshall or possibly Mr. Lins- 
ley. 

‘Mr. Keerre. You told them what Mr. Raben had told you? 

Mr. Wenzeu. Yes. 

Mr. Keerre. Did you discuss with them the matter of the fee that 
Raben discussed with you, that if First Boston decided to be the agent, 
it ought to consider not taking a fee? 

Mr. Wenze.u. I think I may have. Well, I cannot recall. I think 
I made it clear to them that so far as I was concerned that I felt First 
Boston should never take a fee for this business. 

Mr. Kererre. Did you discuss with them whether it would be proper 
for First Boston to act as the agent, wholly apart from the fee, which 
was apparently what Mr. Raben said to you? He said if and when 
such a matter develops, he thought that the directors of the First 
Boston, as a matter of policy, not as a matter of law, ought to decide 
whether they wanted to act as an agent? 

Mr. WenzeEtt. I cannot recall just what I said at that time. 
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Mr. Kerrre. I would like to turn now, Senator, to March 2, if I 
may. 

Senator Keravuver. All right, sir. 

Mr. Keerre. You came to Washington on March 1, 2, and, perhaps, 
the 3d; is that right? 

Mr. Wenze.i. The 1st and 2d, not the 3d. 

Mr. Keerre. What is that, sir? 

Mr. Wenzetu. March 1 and March 2 appear to be the dates that I 
was in Washington, not on the 3d. 

Mr. Keerre. Well, on March 1, can you tell us what you did on 
March 1? 

Mr. Wenzety. Not more than | have attempted to explain just now. 

Mr. Keerre. On March 2, do you remember what you did? 

Mr. Wenzetu. Both on March 1 and March 2, I believe I was in the 
offices of the Bureau of the Budget, but with whom and just what I 
did, I do not recall. I think March 2 is the date on which there is a 
memorandum from Mr. Seal saying that I dropped by his office at the 
close of business. 

Mr. Keerre. Yes, that is the memorandum of Seal of March 3. 

Mr. Wenzeti. After I had come from the Bureau of the Budget, 
but I do not recall what the meeting was at the Bureau. 

Senator O’Manonery. March 3, what year? 

Mr. WENZELL. 1954, sir. 

Mr. Kerrre. You do not recall what you did on March 1? Did 
you go to the Bureau of the Budget, go to the Atomic Energy Com- 
mission ? 

Mr. Wenzeti. No. Apparently I was in the Bureau of the Budget 
only on March 1 and March 2. I think it was March 1 or 2, those 
days, that I said that I talked to Mr. Dodge. 

Senator Knrauver. Suppose we put Mr. Seal’s memorandum in the 
record. 

Mr. Kererre. That is already in. 

Mr. Dean. Is it not an exhibit ¢ 

Senator Kerauver. Let us make it an exhibit. 

Mr. Dean. I would be glad to have it in. 

Senator Kerauver. That will be exhibit No. 95. 

(The document referred to was marked “Exhibit No. 95° and will 
be found in the files of the subcommittee. ) 

Mr. Keerre. In the last paragraph of this memorandum of March 3 
by Mr. Seal, it states that at the close of business on March 2, you came 
to see Mr. Seal. Could you tell us what you came to see him about, 
what was said ¢ 

Mr. Wenze.i. Apparently, from that memorandum, I told him 
that there was a meeting that was set up for the next day, some sort 
of a joint meeting. It was the end of the day. Apparently I took 
a plane early that evening back to New York. 

Mr. Krerre. This was 5 o’clock on March 2, 1954? 

Mr. Wenzevv. That is right. Apparently, on that evening, as I say, 
I flew back to New York from Washington. I do not know. IT could 
not have been with him very long. And I do not recall that meeting, 
except as refreshed from that memorandum of his. 

Mr. Keerrr. During that conversation with Mr. Seal, apparently 
you discussed a memorandum which was being prepared for Mr. 
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Hughes, of the Budget Bureau, which was to be presented to him 
the following morning. 

Mr. Wenzett. I think there was a conference on for the oe 
morning, a joint conference, where everybody was going to wor 
together. And I think I gave that news to him. He was apparently 
staying over and was being prepared to be called if nec ao for 


these meetings, Mr. Seal. 1 imagine that is what I told him. I do 
not know anything other of significance. 
Mr. Krerre. I asked for the Budget Bureau to produce that memo- 


randum, aa and Mr. Focke, the counsel for Mr. Hughes, stated 
to Mr. Duncan McKee of my staff that Mr. Hughes regarded that 
memorandum as under the President’s letter and refused to give it 
to us. 

He did state that certain people in the Budget Bureau that he 
had interviewed stated that they did not exhibit the memorandum 
to Mr. Seal. I believe this memorandum of March 3, 1954, states 
Mr. Seal saw it. Does it not, Mr. Dean? 

Mr. Dean. Does it? 

Mr. Wenzexu. I would have to refresh my memory from reading 
the memorandum. I think all it said was that there was to be a 
meeting the next day. I assumed that Mr. Seal was staying over to 
be available, if he had to attend that meeting. 

Mr. Keerre (reading) : 

The Budget Bureau people have drafted a memorandum which I was per- 


mitted to look at in its early stages, and which was to be read to Mr. Hughes 
last evening on his return from some trip. 


Mr. Dean. Who is “IT”? 

Mr. Keerre. T. G. Seal. 

Senator Kerauver. Where is that? 

Mr. Wenzeuti. May I say that confirms what I stated earlier, that 
Mr. Hughes was out of town, when I talked to Mr. Dodge. 

Senator Keravver. I see. 

Mr. Wenzett. On the 1st about this other matter ? 

Mr. Krerrre. Would you care to look at this, to refresh your recol- 
lection ? 

Senator Kerauver. All right. The question is, Mr. Wenzell, Did 
you see that memorandum, and what is the memorandum? We have 
been trying to get it but they will not give it to us. 

Mr. Wenzett. This memorandum clearly says this is Mr. Seal’s 
memorandum; that there was a meeting on the 2d at the Bureau. 

Mr. Kererre. I have been inquiring of you about a conversation at 
5 o'clock on the 2d of March. 

Mr. Wenzetu. It savs, including myself, Mr. McCandless, and some 
other people, and so forth, and Mr. Seal. Seal says he went there 
at the request of the Budget Bureau and at the request of AEC. 
It was a meeting that I was in there, and then later, 1, apparently, 
if I skip down to the fourth paragraph, which is right on this thing, 
it says the Budget Bureau people ‘had drafted a memorandum which 
I was permitted to look at in the early stages, and which was to be 
presented to Mr. Hughes last evening on his return from some trip. 
In other words, the end of the day they were going to give this mem- 
orandum. So I imagine that that was whatever that memorandum 
was, it was worked over at that time. And I was present then. 
65950—56—pt. 1-38 
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I have not a copy of the memorandum, and I cannot remember 
at all anything specific, but during this period, as I testified, as to 
the 25th of F te ‘uary, these meetings were with the idea of refining 
and improving the plan, and these were an effort to whip this into 
better shape. I have:not a copy of the memorandum. 

If I had at the time, I would have thrown it away, because it was a 
preliminary, or interim, figure, which I did not keep. 

Senator O’Manoney. What memorandum was this? 

Mr. Wenze.t. I beg your pardon? 

Senator O’Manonry. What memorandum was this? 

Mr. Wenzeti. Apparently, a memorandum of, I imagine, Senator, 
it was a memorandum giving some comments on ’ specific items in the 
February 25 proposal. 


Senator O’Manonry. It was a memorandum on the Dixon- Yates 
proposal ¢ 

Mr. Wenzety. Of the 25th of February, yes, sir; on the original 
proposal. That is what I think it was. 

Senator O’Mauoney. That is what Ebasco, Mr. Seal, wanted to 
confer with you about ‘ 

Mr. WeNzeELL, Well, there was a general meeting. He says in this 
memorandum he came down on the night of March 1, Monday, at the 
request of the Budget Bureau and of the AEC, to be present at a 
meeting on the 2d, the next day, which was a fairly large meeting, at 
which I was present also. I imagine I[ got a request to come to that 
same meeting. 

Senator Kerauver. You do not have the memorandum ? 

Mr. WeNzExL. I do not, and I cannot reconstruct it. 

Senator Krrauver. We will have to take a recess. There is a vote 
on an amendment about the dollar-a-year men, Mr. Dean. We will 
have to stand in recess until 15 minutes of 4. 

(A recess was taken.) 

Senator Krerauver. The hearing will come to order. 

Mr. Kererre. Mr. Wenzell, I notice here that Mr. Dean’s blotter 
indicates that he had a conference with Mr. Raben on March 1, and 
his testimony is on page 315 of the record that: 

Subsequently, in a conference with Mr. Wenzell and Mr. Raben, in the first 


week of March, reviewed that advice that Mr. Raben gave, and I confirmed it 
to Mr. Wenzell. 


Could you tell us what Mr. Dean said to you, and what you said to 
him on March 1? 


Mr. Dean. May I comment? 

Mr. Keerre. Certainly. 

Mr. Dean. I find in looking at my—what you have quoted is quite 
correct—that is what I said; I find that in going over my entries—— 

Mr. Krerre. I cannot hear you very well. 

Mr. Dean. I find in going over my entries that Mr. Raben’s entr 
for February 26, when I was not in New York, was, “conference with 
Mr. Wenzeli—telephone conference with Messrs. Wenzell and Dean.” 
This refreshes my recollection that on February 26 Mr. Raben and 
Mr. Wenzell called me after Mr. Raben and Mr. Wenzell had been 
together for some time and we had a sort of three-way conversation 

over the telephone about this whole matter when-substantially what 
Mr. Wenzell has testified Mr. Raben told me was related to me over 
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the telephone, and I confirmed that I agreed with everything that 
Mr. Raben had told Mr. Wenzell. 

After looking at these entries I believe that the conference which 
I say took place e in person, probably took place in this three-way—I 
am quite sure it did take place in this three-way telephone conference 
on February 26. 


Mr. Keerrr. Then you did not have a separate conversation on 
March 3% 

Mr. Dean. I did not have a separate conversation on March 3. I 
did discuss it again with Mr. Raben without Mr. Wenzell on the ist 
of March. 

Mr. Keerre. Mr. Wenzell, you came to Washington on March 1, 
and that was the date you believed you took up with Mr. Dodge 
getting Mr. Adams? 

Mr. Wenzerx. I think that that was the date I took up with Mr. 
Dodge this matter about this capacity that I was working in here. 
I do not think that I talked with Mr. Dodge about getting Mr. Adams. 
I would say that was a little bit later on, maybe the 5th of March or 
something like that. 

Mr. Keerre. I note in the chronology of the Budget Bureau that 
Mr. Adams’ name is mentioned for the first time on March 2. 

Mr. Wenzetit. On March 2? 

Mr. Keerre. Yes. 

Mr. Wenzetu. Well, if that was the case, it must have been the Ist 
of March that I spoke to him. May I state this? I am quite sure that 
they had no discussions with Mr. Adams prior to the suggestion I 
made to him. I a not be completely sure of that. 

Mr. Krrrre. I show you, Mr. Wenzell, a memorandum by Mr. E. A. 
Yates, under date of March 2, and call your attention to the para- 
graph at the end of the first page which states: 

The First Boston Corp. has advised Mid-South and Southern that they can 
sell 114 million of 34%4-percent bonds to insurance companies on present market 
conditions. The 6 million equity should show a return of 9 percent after taxes. 

Senator Krrauver. Let that be marked “Exhibit 96.” That is a 
memorandum of Mr. Yates to the directors of his company relative to 
the participation of the Southern Co. in the Dixon-Yates deal. Is 
that correct ? 

Mr. WeNzeEL. That is my understanding, yes, sir. 

(The document referred to was marked “Exhibit 96,” and will be 
found in the files of the subcommittee.) 

Senator Keravver. What is the date of that ? 

Mr. Wenzetu. March 2, sir. 

Senator Keravver. March 2, apparently Mr. Yates understood that 
it had already been agreed by that time that First Boston was going 
to handle the securities to be issued. 

Mr. Woops. I don’t think at all—— 

Senator Kerauver. You had agreed you could sell them. 

Mr. Wenzeu. That that amount could be sold, yes, sir. We advised 
them that that amount of those could be sold. 

Senator Krrauver. Read that again. Does it not say that First 
Boston can sell? 

Mr. Wenze.L. It says: 


The First Boston Corp. has advised Mid-South and Southern that they can 
sell. 





592 POWER POLICY 


Senator Kerauver. Who is they ? 

Mr. Wenzetu. I should suppose it would be Mid-South and South- 
ern. I think that is what it means. 

Senator Kerauver. Read it again, Mr. Wenzell. 

Mr. WENZELL (reading) : 

The First Boston Corp. has advised Mid-South and Southern that they can 
sell 114 at 3.25 percent bonds to insurance companies— 
and at this interest rate. I would think that meant that that was 
the amount of bonds and the interest rate. 

Senator Kerauver. Don’t you think if it referred to Southern Co. 
and Mid-South that it would say “Have advised that we can sell”? 
Do they not refer back to First Boston / 

Mr. Wenzexv. I mean it could be either way. 1 am not trying to 
quibble with words. My thinking of that, that that would mean what 
it says, that that amount of bonds could be sold, and it was First 
Boston that gave them that advice, but I don’t think the inference is 
that they had been hired or the ‘y were at that stage working. You can 
put either interpretation on it. 

Senator Keravuver. It can be interpreted either way, you think ¢ 

Mr. WenzeELu. Yes, but that is what I think was meant in that. He 
was trying to advise the directors that money could be raised at cer- 
tain rates and that assurance had come from responsible parties and 
that was the First Boston, which was the source of that information. 
At least that is my 

Senator O’Manoney. Mr. Chairman, I hope it won't interrupt the 
progress of the committee if I read into the record, because of the refer- 
ences which were made this morning to the refusal by Mr. Hughes 
to afford this committee access to certain documents which were 
requested, the Associated Press dispatch of Monday, July 11, 1955. 

I beg your pardon, this is not an Associated Press dispatch; it is a 
dispatch by a staff correspondent of the Christian Science Monitor and 
was published in the Christian Science Monitor, of Boston, July 11, 
1955: 

WasHinoeTon.—Like many a President with a vast complex of small details 
to be responsible for, President Eisenhower has had his troubles with the Dixon- 
Yates contract. Significant fact about his role in the affair follows: 

At his news conference August 17, 1954, the President told reporters that the 
story of the Dixon-Yates contract was an open book “any one of you here may 
singly or in an investigation group go to the Bureau of the Budget, to the Chief 
of the Atomic Energy Commission, and get the complete record from the incep- 
tion to this very minute, and it is all yours,” the President declared. 

Now, I submit that the record before this committee shows that 
Mr. Hughes, of the Bureau of the Budget, and others are deliberately 
putting their own President and the resident of the United States 
on the spot by refusing to carry out his instructions and his under- 
standing, and I think that the attention of Mr. Hughes should be called 
to the statement by the President in his press conference of August 
17, 1954. 

Senator Kerauver. Thank you, Senator O’Mahoney; but I think 
the record should show that after we asked for certain documents 
Mr. Hughes took the matter up with the President and the President 
joined in refusing to let us have documents that we wanted. 

Senator O’Manoney. Yes. 
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Senator Kerauver. I imagine he could help the Bureau of the 
Budget change their mind about not letting us have certain docu- 
ments if he wanted to. 

All right, Mr. Keeffe, will you continue ? 

Mr. Kzerre. Sullivan and Cromwell, apparently in conference with 
Mr. Raben, confirmed by Mr. Dean, told you, Mr. Wenzell, that you 
should discuss the entire matter with Mr. Dodge and Mr. Hughes, 
and that the First Boston should do nothing without their approval. 

Did Dodge or Hughes ever give approval to First Boston to do 
this financing? 

Mr. Wenzevx. Not that I recall; no, sir. 

Mr. Krerre. Did you ever take it up with them other than what 
you have testified ¢ 

Mr. Wenzeti. No; | did not. I think I should state that—well, 
at that meeting with Mr. Dodge, where I discussed this, it is possible, 
even though I testified before that I don’t remember discussing it with 
Hughes later on, it is possible that it could have been in discussing 
with Mr. Hughes that I said if anything happened on this thing later 
on, that First Boston acted, and there would be consideration of fee, 
I would advise him. I think that I made some statement of that type. 

Mr. Keerre. How’s that again? 

Mr. WeNzeELL. That if at some subsequent time in the development 
of this business, First Boston was hired and a fee was to be charged, 
or consideration of a fee, I would so advise them. I think I made 
that statement. 

Mr. Keerre. Did Mr. Dodge bring up the matter of a fee, or did 
you! 

Mr. Wenzeu.. No; I think this was in the connection that I was 
talking with Mr. Dodge at that time, or it could have possibly have 
been with Mr. Hughes. 

Mr. Kerrre. Now, that would have been at your conference of 
March 1. 

Mr. Wenzeu. At that time; yes. 

Mr. Krrrre. My attention has been called to the fact I stated that 
Mr. Adams is in the chronology on March 2. The appropriate date, 
apparently, is March 3 in the Bureau of the Budget chronology. 

Mr. Dean. Isn’t that March 19? 

Mr. Kerrre. It is March 3 to 19. That is the way it appears in 
the Bureau of the Budget chronology. 

Mr. Doouine. But it sounds as though it is at the very end of the 
story related. 

Senator Kerauver. Anyway, the point is that they put the sub- 
stitute—he was going to do half of the work of Mr. Wenzell—in the 
chronology 

Mr. WENZELL. I would have put the date that I would have brought 
up the name of Mr. Adams to the Bureau of the Budget as not earlier 
than the 5th of March and maybe as much as around the 9th. I was 
apparently in Washington on the 9th of March, and it would have 
been as late as the 9th of March. 

Senator Keravuver. All right, let’s get on. 
Mr. Kererre. On March 9, Mr. Wenzell, you were in Washington. 
Mr. WENZELL. Yes, sir. 
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Mr. Keerre. And you apparently had not at that date resigned 
as a budget consultant. 

Mr. WENzELL. I was still on tap. 

Mr. Keerre. Have you any recollection of what you did on the 9th? 

Mr. Wenzett. No. I was at the Bureau of the Budget, but I don’t 

recall just what I did that day. 

Mr. Kerrrr. You remember that there is no mention in the chronol- 
ogy of the meeting of March 2 at the Bureau of the Budget, and sim- 
ilarly there is no mention of this March 9 meeting. 

Mr. WeENzELL. I accept what you say. 

Mr. Keerre. The record is there. You will note, however, that on 
March 3 under a blotter entry of Mr. Raben and again on March 10 
under a blotter entry of Mr. Raben of Sullivan & Cromwell, there 
was a conference with you with respect to your resignation. 

Can you tell us what you said to Mr. Raben and what Mr. Raben 
said to you about your resignation as a budget consultant on the 3d 
of March and the 10th of March? 

Mr. Wenzeti. No: I can’t recall except that I may have reported 
to them my conversation with Mr. Dodge, but I can’t recall anything 
more than that. 

Mr. Keerrr. You never did write a letter to either Dodge or 
Hughes? 

Mr. Wenzett. No, sir: I did not. 

Mr. Keerre. And on the 12th of March you were again in Washing- 
ton, and we have no mention in the chronology about your being in 
Washington on the 12th of March, and you were in W ashington on 
the 14th of Mare , the 16th of March, the 23d of March, and Apr il 3. 

Mr. Wenzett. I don’t have the 14th. I have the 16th and the 234d. 

Mr. Krerre. Well, referring to those dates and to any other dates 
vou were in Washington during that period, will vou give us informa- 
tion about it ? 

Mr. Wenze... That was the period in which the February 25, the 
first, proposal, was being reviewed, and IT was down here attending 
some meetings undoubtedly in connection with that, and as I said 
earlier, without being refreshed I would have put my date for intro- 
ducing Mr. Adams’ name as around the 9th of March, but I have no 
specific recollection of what the meetings were, just who was there and 
what exact points were discussed. 

Mr. Keerre. They all had to do with the February 25 proposal and 
the formulation of the April 10 proposal? 

Mr. Wenzeti. Attempting to revise and better the February 25 pro- 
posal which resulted later on in the going into its final and revised 
form: ves, sir. 

Mr. Keerre. In other words, this work during the conference of 
March and the forepart of April resulted in the formulation of the 
proposal of April 10? 

Mr. Wenzeii. The revised proposal of April 10: ves, sir. 

Mr. Kreerrr. And with respect to that, did vou talk to Dixon and 
Yates, with respect to the financing? 

Mr. Wenzeti. I think that one or both of them were at times in 
Washington and were in attendance at some of these meetings. I can’t 
remember the exact ones or where they were, or what the discussions 
were. 
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Senator Kerauver. Mr. Wenzell, Mr. Dixon implied in his testi- 
mony that he just barely saw you a time or two. As a matter of fact, 
you were in frequent contact with him, or with Ebasco, his people, 
working on this matter, were you not? 

Mr. Wenzewu. He or his representatives were at a number of these 
meetings; yes, sir; and at some of them they were at certain meetings 
that I was not at. There were certain meetings that I also attended 
with him. 

Senator Krravuver. Mr. Wenzell, in an effort to get to a conclusion 
here, let me ask 2 or 3 questions at this point. 

After the February 25 offer of Dixon- Yates had been made, you con- 
ferred with Mr. R: aben, as has been pointed out here, and the sugges- 
tion there that you resign, but vou didn’t resign. You carried on after 
talking with Mr. Dodge and perhaps Mr. Hughes. 

And then you felt along with them, some of them, that the dollar 
kilowatt capacity was too high i in the February 25 proposal, and you 
worked with the Atomic Energy Commission, the Bureau of the 
Budget and with Dixon-Yates in order to get up another offer. 

Mr. Wenze.i. It was mostly with the Bureau. 

Senator Krrauver. Mostly with the Bureau. Anyway, you were 
all working together to get up a new offer which was the offer of April 
10, in which the kilowatt cost was cut down to about $165, and you re- 
viewed that offer and went over it and perhaps, I believe you said, pre- 
pared in the formation of the paper which was submitted on April 10, 
is that not right ? 

Mr. WENzELL. I was furnished a copy of the April 10 proposal, I 
think, a week or so before it went in. 

Senator Kerauver. Anyway, that final proposal of April 10 had 
been agreed to all the way around as being satisfactory with the Atomic 
Energy Commission, with the Bureau of the Budget, and with Dixon 
and Yates? 

Mr. Wenzet. Could I say that it was at that stage from the point 
of view of the Bureau of the Budget they thought they had a propo- 
sition that was pretty well down to bedrock and could then be sub- 
mitted on through to the Atomic Energy Commission, which was the 
people to whom the proposal was addressed, and that it would stand 
a real examination. 

Senator Kreravver. Well, it had been gotten up in consultation with 
the Atomic Energy people also. 

Mr. Wenze.. | think to a certain extent, yes. I think they knew 
about it. 

Senator Kerauver. So that you stayed with the matter until this 
offer was finally formulated and submitted on April 10, and then 
about that time you felt that your work had been completed, and 
you went on back to First Boston. 

Mr. Wenzewtw. The last record that I have of any meeting I attended 
was the 3d of April, sir. 

Senator Krravuver. You testified here that you thought you left 
bout April 10. 

Mr. Wenzevu. That was the date it was submitted. There may 
have been some telephone conversation. 

Senator Kerauver. So as of the time you left. which was approxi- 
mately the day it was submitted, the only thing then left to be done 
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was the formal acceptance of the contract by the Government, which 
the President very shortly after that ordered to be accepted and 
negotiated, and then the selling of the securities, the placing of the 
securities with the insurance companies. 

Mr. Wenze.L. Sir, I don’t think the thing was accepted for a 
number of months after that. 

Senator Keravver. Well, it was as a matter of fact, in June, was 
it not 

Mr. WenzELL. I think it was sometime in June, about 2 months 
later. 

Senator Kerauver. Anyway it was in June the President ordered 
the acceptance of this contract, this proposition, of April 10. Any- 
way, as of the time you left, there were only 2 things, the only 2 
things to be consummated then were the final acceptance of the 
proposition of April 10, which was done at the direction of the 
President, and the sale of the securities. Those were the only things 
remaining. 

Mr. WenzeLL. With respect to? 

Senator Krrauver. With respect to the paperwork on the trans- 
action. Of course, the steam plant had to be built. 

Mr. Wrenze.ty. Yes, and the contracts had to be let. A lot of for- 
malities had to be gone through. 

Senator Keravver. But those were matters for Dixon- Yates them- 
selves / 

Mr. Wenzeuu. Yes, but the definite power contract, I don’t know 
when they started negotiating that, but that was not signed until again 
some months afterward. 

Senator Keravver. I am talking about the basic agreement be- 
tween the Government, Dixon-Yates; the proposition of April 10 
had been made and the only things then left to be done to get the 
contract in final form were the acceptance of it by the Government 
and then following that would be the issuance and the selling of the 
bonds. 

Mr. Wenzetu. The arrangements for the sale of the bonds were 
made, but actually I don’t think any bonds had been sold. 

Mr. Keerre. What the Senator is getting at, Mr. Wenzell, is by 
April 10 the Budget Bureau was satisfied with the April 10 proposal. 

Mr. WENzELL. Yes, sir. 

Mr. Keerre. And at that time you left. 

I want to ask you about that April 3 meeting. On April 3, the door 
record at the Atomic Energy Commission indicates that you were 
there. Can you tell us what you did, what was said at the Atomic 
Energy Commission on the meeting of ‘April 34 

Mr. Wenzetu. No, sir, Mr. Keeffe, I don’t have any recollection of 
that meeting as to what specifically took place. I don’t. 

Mr. Kerrre. You apparently were received by the secretary to Mr. 
Nichols, and you came there to see Mr. Nichols. Does that refresh 
your recollection ? 

Mr. Wenzewu. I think the meeting was held in Mr. Nichols’ office, 
but it is my recollection again it was a fairly large meeting. 

Mr. Krerre. Was Admiral Strauss there ? 

Mr. Wenze.u. I don’t believe so, no. My recollection is he—— 

Senator Krerauver. What I am trying to get at, Mr. Wenzell, is that 
your work was completed ; that is, the arrangement of the financing of 
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whatever you were doing for the Bureau of the Budget, with the sub- 
mission of this final offer, then you stepped out of the picture. 

Mr. Wenzetv. My wor rk with the Bureau of the Budget, sir, I re- 
garded as termins ited as early as April 3 and no later than April 10. 
That interim period is a little bit hazy in my mind. 

Senator Krravver. After the final offer was submitted which the 
Bureau of the Budget felt was in good shape, there wasn’t anything 
else for you to do, was there? 

Mr. Wenze.u. I was all through, that’s right. 

Senator Krrauver. So you never did resign. You stayed and fin- 
ished your task ? 

Mr. Wenzexw. I orally resigned, but I didn’t write any letter. My 
work was finished. 

Senator Kerauver. Well, you left because your work was finished # 

Mr. Wenzeti. That’s right. 

Senator Krerauver. Allright. I think that terminates that part of 
it. We want to get to Mr. Woods as soon as we can, but let’s see if we 
can’t finish with Mr. Wenzell. 

Mr. Wenzell, why, when you had your conference with Mr. Woods 
and Mr. Dean, the day after ‘Senator Hill’s speech—wasn’t that a great 
opportunity to make public the fact that this whole plan was origi- 
nated in the beginning with Mr. Woods asking for a conference with 
Mr. Dodge, that you had gotten up a report, that you had come down 
here and helped ‘with the arrangements of the contract ? 

The only thing that was made public after that conference, and it 


didn’t get very public, was just that First Boston was going to act as 
the financial agent. Wasn’t that a good chance for you | to make all of 


this connection with this whole matter public ? 

Mr. Wenzeiu. Well, there was the statement in there that I had been 
with the Bureau of the Budget over a period of time. I think that 
was the first sentence in that statement. 

Senator Kerauver. You didn’t make public how the matter had 
originated in the beginning. You didn’t make public how you had 
gotten up the report. You didn’t make public that you had taken an 
important part in helping with the finances of the Dixon-Yates pro- 
posal. It just says: 


The services of our vice president, Mr. Wenzell, were made available to the 
Bureau of the Budget between May 1953 and March 1954. 

Wouldn’t that be a good chance to tell the role that you had played 
in the matter ? 

Mr. WeENzELL. Well, it may have been. It didn’t occur to me that 
we should try to get that type of publicity. 

Senator Krrauver. You mean you felt it wouldn’t be fair to the 
Government ¢ 

Mr. WenzeL. No. 

Senator Krrauver. Or it would be bad publicity or what? 

Mr. Wenzeuu. In the first place, I think, as somebody else has 
testified, we made that statement available to the newspapers and 
they wanted to get something very short that would be printed. Long 
statements are usually cut down. 

Senator Keravuver. But, Mr. Wenzell, if all of your participation in 
getting up this original part, inauguration of the conferences with 
Mr. Dodge, all that you had done to “further it along, you had nothing 
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to conceal, why didn’t vou at that time make all of this information 
public and available to the public? 

Mr. Wenzect. Well, we made a pretty clear statement, I think, on 
that release of what the facts were. There was nobody came to us 
and asked us any further questions, nobody from this committee or 
anybody attempted that I know of to get in touch with either me or 
anyone else. 

Senator Kerauver. They did not know about you, Mr. Wenzell. 

Mr. Wenzety. Well, the statement was made there. Senator Hill 
made a statement and there was a release given by the First Boston. 

Senator Keravver. You understood from the tenor of Senator 
Hill’s statement that he was shocked to learn about it, didn’t you? 
In February 1955, he was shocked to hear about it? 

Mr. Wenzeiu. We in First Boston were shocked at what we thought 
was his attitude on it. We didn’t understand why there should be 
any mystery about the thing. 

We made what I thought was a forthright statement there. There 
wasn’t anything, if people had questions to ask us—Senator Hill could 
have subpenaed me at the time. I don’t know what we could have 
gained by volunteering a lot of information gratuitously. 

Mr. Krerrr. Have you any way to explain why in the published 
chronology Adams is mentioned and you are not ? 

Mr. Wenzett. I do not. 

Mr. Keerre. When he was about a 50-percent substitute for you? 

Mr. Wenze.y. | think that is an unfair characterization. Mr. 
Adams was a tremendously important feature of this business, which 
is what the costs were going to be, the overall costs, compared with 
what they were then purchasing under the contract from the TVA. 

Mr. Krrrre. He took over your advice on that end of it. That is 
your testimony today. 

Mr. Wenzev. I felt he was more competent to handle that phase 
of it than I was. 

Mr. Kererre. But you were doing that same thing. Is there any 
adequate explanation why Adams is mentioned in the published chro- 
nologies and you are not? 

Mr. Wenzett. No. 

Mr. Krerre. You certainly didn’t ask to have your name concealed ? 

Mr. Wenzetx. I had no discussion on it at all. I was not shown 
a list and was not consulted. 

Mr. Krerre. You were undoubtedly just as shocked as the rest of 
us not to find mention of your activities in the chronology. 

Mr. Wenzet. Actually I didn’t see those chronologies when they 
came out in the summer of 1954. It was some time later. They 
weren't communicated with me the day they came out. 

Mr. Kerrre. You had nothing to do with it? 

Mr. Wenzeti. Nothing whatsoever. 

Mr. Keerre. That is all, Senator. 

Senator Kerauver. Senator O'Mahoney / 

Senator O’Manoney. No questions. 

Senator Kerauver. Mr. Wenzell, just 2 or 3 questions in conclusion. 
In Mr. Dixon’s testimony at the bottom of page 272 before the Secu- 
rities and Exchange Commission 

Mr. Dean. Which hearing, Senator? 

Senator Krravuver. This is the hearing of June 9. 
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Mr. Dean. Of this year? 

Senator Kerauver. Yes, sir; of this year. Mr. Dixon was asked 
what you were doing here, what Mr. Wenzell was doing. The witness 
said: 

| understood that he was doing some special work for the Bureau of the 


Budget. I did not then know its nature and never have known precisely what 
his assignment was. 


That is not in conformity with your understanding about it, is it? 

Mr. Wenzeti. I thought he understood what I was doing down 
here in the summer of 1953 and subsequently ; yes, sir. 

Senator Krravver. Then he says on the top of the next page: 


Was that the first conversation you had with Mr. Wenzell about possible 
financing? 


Answer. I am not certain we talked about possible financing. I am relatively 
sure we talked about financing conditions generally. It is something you always 
talk to a man like that about. That is the only reason I suggest we talked about 
it. I talked to Mr. Wenzell prior to that time. 

And he goes on with the inference that he just had a casual talk and 
never knew what you were doing in the Bureau of the Budget. Now, 
that could not possibly be the situation, could it, Mr. Wenzell ? 

Mr. Wenzetx. I think Mr. Dixon is an extremely able man, and 
I think he probably had his own ideas about what interest costs were 
and so forth, and it may have been that all he was saying there was 
any figures he got were interesting to him. He was able to do his own 
chee king elsewhere on it. Iam sure I don’t know—— 

Senator Kerauver. Well, you are the one that assured him for the 
purpose of these two letters of February 25 and April 10. 

Mr. Wenzety. I was the one that gave him—— 

Mr. Dean. Not April 10. 

Mr. Wenzevt. I was the one that gave Mr. Dixon and Mr. Yates 
the oral figures for February 25. 

Senator Krravcver. Those were important conferences, were they 
not ? 

Mr. Wenzevu. I would have thought so. The Bureau of the Budget 
knew those exact interest costs too. They had a great interest in them. 

Senator Krravver. Unless he had information from you that the 
bonds could be disposed of, he couldn’t possibly write those letters, 
either you or some other financial expert. 

Mr. Wenzein. He may have had other people he relied on. I don’t 
know that, sir. He is a very able man and runs a large utility com- 
pany with many operating companies, and has a great deal of financing 
to do. He knows his way around on the cost of money. 

Senator Keravver. Now you knew him very well and he knew you 
very well, 

Mr. Wenzeit. Mr. Dixon was not one of my close friends, Senator. 

Senator Keracver. But you talked with him about these things, 
about the assurances, about financing. He knew that you talked with 
him about it. 

How could he, in the light of that, say that they were just casual 
conversations? He did not know what you were doing. 

Mr. Wenzett. I have nothing on that, sir. 

Mr. Dean. May I call your ‘attention, Senator, that the April 10 
proposal, I believe, is based on the letter of April 14, 1954, from the 
First Boston, signed by Duncan R. Linsley, vice chairman. 





600 POWER POLICY 


Senator Krrauver. But Mr. Wenzell has testified that that was 
based on talk with Mr. Dixon about it, based upon his information 
and a memorandum. 

Mr. Dean. I think that is the February 25 proposal. 

Mr. Wenze.y. February 25. I think in all fairness, Senator 
Kefauver, that on the 10th of April, the proposal was made and the 
letter of the 14th was signed, Mr. Dixon had his conversations on 
that with other persons than me. 

Senator O’Manoney. Mr. Chairman, it is difficult for me to under- 
stand the vagueness of the answers that are now being given in the 
light of the testimony we have already had, culminating in the testi- 
mony of Mr. Woods this morning that Mr. Dixon had asked First 
Boston and Lehman Bros. to do the financing. 

Mr. Dean. In May, Senator. 

Senator O’Manonery. Oh, yes; and on the letter that was introduced 
that First Boston did do the financing. What are you trying to do, 
draw a line between the time when we all know First Boston did 
the financing and the time when you were really advising the Bureau 
of the Budget ¢ ? 

Mr. Wenzety. No; I understood this was a fairly narrow question 
that Senator Kefauver asked me relative to discussions that I had 
with Mr. Dixon and why Mr. Dixon had answered 

Senator O’Manoney. Well, you were with Mr. Dixon. You did talk 
with him. 

Mr. Wenze.z. I don’t think I saw Mr. Dixon—I am getting into 
this April area in here now—I don’t think after the 3d of April. I 
think somebody else may have been the ones who talked with him on it. 

Mr. Keerre. Can you tell us who that was? 

Mr. WENzELL. It was probably Mr. Linsley. 

Mr. Keerre. Mr. Linsley’s testimony before the Securities and Ex- 
change Commission, Mr. Wenzell, on June 16, 1953, at page 619, is 
that he doesn’t recall ever talking to Dixon prior to April 12. 

Mr. WenzeE.u. Getting right “down to this April 10—April 14 
date, the letter was signed by Mr. Linsley on the 14th of April. 

Mr. Keerre. But it backed upa proposal of April 10, and your testi- 
mony today here is that you conferred with respect to the soundness 
of that proposal during the month of March with the Bureau of the 
Budget and with Dixon. 

Mr. WenzeE.tL. Up to about the 3d of April, yes, sir. 

Mr. Keerre. So that the fact the letter is dated April 10 is not 
significant in that Dixon, in making the April 10 proposal, relied 
upon your oral advice in the draft letter of Febr uary 24 with respect 
to the February 25 proposal ? 

Mr. Wenze... I think that is correct, yes. 

Senator Kerauver. Mr. Wenzell, just approximately how many 
times during this time do you think you saw Mr. Dixon in these con- 
ferences? 

Mr. WenzeELL. Between January and April, sir? 

Senator Krerauver. Yes, sir, that’s right. Well, from January on 
out. 

Mr. WeENzELL. I would say 8 or 10 times, sir. 

Senator Kreravuver. And he saw you and he knew you during that 
time? 

Mr. Wenzetu. I would guess about 8 or 10 times. 
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Senator Kerauver. How do you possibly explain he thought he 
saw you casually a couple of times and didn’t know what you were 
doing? 

Mr. Wenzett. [ have no explanation. 

Senator Keravver. Mr. Wenzell, I am not going to ask you for any 
details about this report. Some time later on we will go into it. It 
is involved and the book speaks for itself. 

But just these 2 or 3 questions: This report deals with all the phases 
of TVA activity. It deals with fertilizer operation of TVA which 


you recommended be sold. Are you an authority on fertilizer opera- 
tions? 


Mr. WENZELL. No, sir. 

Senator Kerauver. Then why do you undertake to make a recom- 
mendation with reference to what ought to be done about the fertilizer 
operations ? 

Mr. WeENzELL. Well, it seemed to me that it was a feature of their 
business down there that could have been probably handled better 
through—I forget just what I said about the fertilizer thing. I 
haven't seen that report in some time, sir. 

Senato Krerauver. Well, you recommend they dispose of the ferti- 
lizer operation. You are not an authority on fertilizer? 

Mr. Wenze.u. That is correct. 

Senator Keravver. And you make recommendations relative to re- 
source development. Are you an authority on resource development ? 

Mr. Wenzeus. Well, 1 think I could have an opinion on them. 

Senator Keracver. | know, but are you an authority on them ? 

Mr. Wenzeut. Well, I think I could qualify in having an opinion 
on them; ves. 

Senator Keravuver. Without going down and studying it and seeing 
what it is doing? 

Mr. Wenzevi. I think I am able to make a study from the records. 

Senator Kerauver. Are you a lawyer, Mr. Wenzell? 

Mr. Wenzevn. Tam not. 

Senator Kerauver. You make interpretations of legal matters in 
this report. How do you qualify as an expert in legal matters? 

Mr. Wenze._u. You are referring to contracts? 

Senator Keracver. Contracts and the TVA Act itself. 

Mr. Wenzevi. T wasn't making a legal interpretation. I was try- 
ing to make a layman's interpretation and an engineer's interpreta- 
tion of contracts. 

Senator Kerauver. Did you secure any legal opinion on the matter 
from anybody down at the Bureau of the Budget ’ ¢ 

Mr. Wenzruu. I did not, either there nor elsewhere. 

Senator Kerauver. All done by yourself? 

Mr. Wenzev.. That's right. 

Senator Kerauver. I want to get this again. As I remember your 
testimony, you said you didn’t confer with any of the TVA people, 
you didn’t confer with anybody,else, legal people, power people, ferti- 
lizer people, or anybody else. This was all your own work from the 
reports and information brought to you or that you secured. 

Mr. Wenzev. That’s right. The report was my own. I obtained 


data from the standard sources and from the files of the Bureau of the 
Budget. 





602 POWER POLICY 


Senator Kerauver. Mr. Woods seemed to have the idea that for the 
purpose of getting these parts of the TV A book into private business 
and industry, that there ought to be consultations open, bringing in 
the TVA people, advising with experts in the formulation of a policy. 
But you did not do that. 

Mr. Wenze.i. This was just the first sort of chapter on it. I didn’t, 
in my report. 

Senator Keravver. Well, it was an important chapter because one 
part of it got followed as an intrameasure. 

Mr. WeENnzeELL. In a modified way, but not the way I had set it up 
in the reports. 

Senator Kerauver. Well, the Dixon-Yates idea was one of your 
alternatives, but that was only a stopgap proposition. Your overall 
bigger one which you have described has not been followed up to this 
time ¢ 

Mr. Wenzett. No. ‘The Dixon- Yates thing that you mention here, 
Senator, was a method of replacing power by selling power to the 
Atomic Energy Commission rather than TVA. My report was on 
the TVA. I had no conception of bringing in the Atomic Energy 
Commission on the thing at all. There was quite an essential dif- 
ference there. 

Senator Kerauver. This was a Bureau of the Budget report and 
Congress did not get it, TVA did not get it? 

Mr. Wenzevu. It was a confidential report to the Bureau of the 
Budget. 

Senator Kerauver. How come that you happened to give it to Mr. 
Woods? 

Mr. WenzELL. Well, I let him read it several months after it was 
done. I knew he had been interested in my going down there in the 
first instance, and I thought he might be interested in seeing what 
the end product was, what I had come up with in the report. It was 
a matter of curiosity on his part. I probably should not have let 
him see it. 

Senator Kerauver. Since you had come down pursuant to his 
original conferences with Mr. Dodge, you thought you would let him 
see it. But if you and Mr. Woods were going to be able to get your 
views over to the Bureau of the Budget, don’t you think it would be 
important for people in the area and the agency itself to be able to 
get their views over in connection with your work, Mr. Wenzell? 

Mr. WenzeE.u. Well, if this study and report made to the Bureau 
was to give them some factual information on which they could con- 
sider in arriving at some policy possibility—I wouldn’t consult at all 
on policy. I was at no meetings on any discussions of policy. 

Senator Keravuver. You don’t think recommendations have any- 
thing to do with policy, Mr. Wenzell? 

Mr. WENZELL. Well, I like to think they would get to be seriously 
considered in reaching policy, but I don’t consider that I had anything 
to do with setting and Rte policy. « 

But answering your question maybe more broadly, naturally a prob- 
lem of this size can only be solved with full consideration of many 
factors on the thing. This was one way to get it started, get some- 
body thinking about something. It has still got to be solved. 
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Senator Kerauver. What disturbs me about this, Mr. Wenzell—— 

Mr. Wenze.i. But I wasn’t asked to sit in here and discuss any 
ultimate policy. I hoped that I had made the report clear enough 
and the factual part of i it was objective and accurate, that the infor- 
mation could be used in considering a final objective on the thing. 

Senator Kerauver. Well, what disturbs me, Mr. Wenzell, is that 
you make a so-called factual report in fields in which you are not an 
expert, secretly, affecting the future of a great region and an agency 
that has had a great success, which only you and Mr. Woods and the 
Bureau of the Budget know about. 

Part of your report or recommendations were to some extent fol- 
lowed, without anybody else having a chance of knowing what was 
in it, presenting evidence and facts on the other side, Government 
sates alee made in secret. 

Don’t you think the people themselves affected and the agency ought 
to have some chance to be heard in matters of this kind ? 

Mr. WeNzELL. I assume they will. 

Senator Kerauver. Mr. Wenzell, Mr. Dean, you, and Senator 
O’Mahoney seem to think that in this matter the law was skirted. 
Do you have any recommendations about how this statute ought to 
be changed ¢ 

Mr. Dean, No, sir; I have none. I think that this hiring of outside 
experts is something which the Government has to have in order to 
function, and if the ‘people were employed 100 percent by the Govern- 
ment, I think you would vastly increase the governmental payroll, 
and in addition they wouldn’t have the outside experience on which 
to become expert. 

Senator Kerauver. You don’t think they ought to be exempt from 
the law though, do you? 

Mr. Dean. Well, if a person is called down here as an expert, I 
think the other section of the statute is intended to cover the fact that 
he, while acting as an officer or agent, can’t negotiate a contract with 
the Government. There are a number of Attor neys’ General opinions 
on this matter. 

Senator Keravuver. I am talking about the possible changes in the 
law. Do you feel that if Mr. Wenzell is working for Dixon- Yates 
instead of the First Boston Corp., it would be a much more serious 
situation here? 

Mr. Dean. If Mr. Wenzell had been an employee of the Dixon- 
Yates, which later was negotiating this contract, and he was acting 
in the same “apacity at the same time, I think it would be a different 
situation. 

Let me point out here, Senator—again, I don’t want to be technical 
with you—Mr. Wenzell took no oath. He w as, In my judgment, not 
an officer or agent of the United States within the opinions. In fact, 
if he had been, I couldn’t have advised him to testify as freely as 
he has done here and waive privilege and to take my advice, because 
then he would have been an officer of the United States and he would 
have been under the Presidential directive. 

Now in my opinion—I may be wrong—he was not an officer of 
the United States and, therefore, he did not fall within the Presi- 
dential directive. Therefore, I have advised him here that I as his 
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personal lawyer could advise him here to testify freely and to waive 
privilege. 

If I had thought that he had been an officer, I think in all good 
conscience I would have had to advise him to go over and take the 
advice of the Attorney General of the United States as to what he 
could and what he couldn’t do. 

It seems to me that the situation from Mr. Wenzell’s standpoint 
after he finished his work in September, they had a lot of conversa- 
tions, according to the records here, with Mr. Dixon and Mr. McA fee 
in December, and Mr. Wenzell was never invited—he was never 
notified, he was never consulted, and he was asked to come down again 
for a couple days in January. 

I think that he should have made it very clear, and I think when 
Mr. Dodge and Mr. Hughes said this is going to last another couple 
days, I think myself he should have cut it off then and there. 

I don’t think that it ever became definite that Middle South was 
actually going to use an agent in connection with the financing until 
some time the latter part of April or May. 

Mr. Dixon had been in the Electrical Energy, Inc., and they used 
no banker in connection with the financing there, so I think that this 
is one of those situations probably that the Government ought to 
guard very carefully about when they retain these experts, and I 
think that they ought to make clear to them what their status is and 
they ought to make clear to them about what their rights are or what 
their disabilities are before they undertake these assignments. 

Senator Kerauver. Well, I must say for the benefit of your law 
firm that your law firm did, in finding the situation as it was in 
which Mr. Wenzell was involved, did give pretty good advice, but 
Mr. Wenzell did not act on it until after the matter was pretty far 
along. 

Mr. Dean. Well, I think that Mr. Dodge felt that it wasn’t correct, 
that the offer wasn’t definitive, that the offer was going to be accepted, 
and that any financing would be done, and he felt it would be better 
to wait until the facts developed before he discussed it again. 

I personally think it was wrong. I think Mr. Wenzell should have 
terminated his relationship at the Bureau of the Budget at the time 
he discussed it with Mr. Dodge and Mr. Hughes. 

Senator Kerauver. You have spoken about your advising Mr. Wen- 
zell. Mr. Wenzell, did you advise any of the Government people rel- 
ative to your testimony before the SEC or before this committee? 

Mr. Wenzeu. Did | advise with any of the Government people? 

Senator Kerauver. Did you talk with them about it before you 
went down to testify before the SEC and before you came up here to 
testify ? 

Mr. Wenzet. With respect to before the SEC, no. 

Before I came down here I had a telephone call or two from Mr. 
Hughes, and I think I went in to see—they sent me down to see— 
somebody in the Department of Justice whose name I can’t remember 
now. 

Senator Kerauver. When was it you had a telephone conversation 
with Mr. Hughes? 

Mr. WenzeEu. I think it was just after he had been down here at 
your meeting here, your committee meeting here. 
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Senator Krrauver. Well, Mr. Hughes was first here 
Mr. Keerre. June 27. 

Senator Kerauver. June 27. 

Mr. Wenze.u. I think it was a day or two after that, sir. 

Senator Kerauver. What did he say when he called you? 

Mr. Wenze.u. Just that these hearings were going on down here 
and that I would be called. And he thought I ought to talk to some- 
body in the Department of Justice to see the extent to which I should 
answer questions. 

And | went to the Department of Justice and told this man my 
story in not too long a conversation, and he could see nd reason why 
1 shouldn’t answer questions. 

Senator Kerauver. Did Mr. Hughes seem to be of the opinion that 
there was some question as to whether you ought to answer questions 
before this committee ¢ 

Mr. Wenzeti. I think, Senator, it had to do largely with a copy of 
this report of mine, and I asked them whether they would have any 
objection, if it developed, as I expected the testimony would, that I 
made a report, about what I should answer, that that was Government 
property. 

Mr. Keerre. When did you return it, Mr. Wenzell? 

Mr. Wenzewi. I kept the report until sometime here about a month 
ago when I was in Washington. Sometime after the first of June I 
brought all my files down. 

Mr. Krerre. Could you give us date when that occurred? 

Senator Krerauver. Just a minute. Mr. Hughes didn’t want you 
to testify; is that the idea ¢ 

Mr. Wenzeti. No; I didn’t say that. He said he wanted me to 
discuss. 

Senator Krrauver. Whether you ought to testify ? 

Mr. Wenzriu. How far I should go on the thing, and discuss this 
with the Department of Justice man. 

Senator Kerauver. That was one conversation you had with him. 
You said you had a couple. What was the other one? 

Mr. Wenzevi. Well, I think the other one was in connection with 
this report here. 

Senator Kerauver. Did he call you in New York again? 

Mr. Wenzeti. No. I was here in Washington, sir. 

Senator Kreravver. What was that conversation and when was it? 

Mr. Wenzevn. Well, I think it was just before I came on the stand, 
saying that this report, if it came up, put no objection to his making 
available the report. 

Senator Keravuver. Did he call you on this occasion ? 

Mr. Wenzetu. I think he did; yes, sir. 

Senator Keravuver. And have you been down to his office? 

Mr. WENzELL. No, sir; I have not. 

Senator Keravver. Since you left there in April? 

Mr. WENzELL. I have not been in his office since that time. 

Senator Keravver. Did there seem to be any question in his mind 
when he was talking with you on the telephone, that he didn’t under- 
stand that First Boston had acted as the financial agent ? 

Mr. WEeNzELL. No; he didn’t bring that up. 
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Senator Keravver. And who was it you talked with in the Depart- 
ment of Justice ? 

Mr. WeNnzELL. I think the man’s name was McGuiness. 

Senator Kerauver, So apparently, Mr. Dean, he did feel, or Mr. 
Hughes felt, that there was such a Government service here that he 
ought to consult with the Department of Justice ? 

Mr. Dean. Only about whether the report, as I understand it 

Senator Keravver. Well, about his general testimony the extent 
to which he should testify here ? 

Mr. Dean. Only about the contents of the report as I understand it, 
Senator Kefauver. 

Senator Kerauver. That is not what Mr. Wenzell said. 

Mr. Dean. He had the conference. 

Senator Kerauver. He was going to be called here to testify, and 
that he ought to go down to talk to somebody down in the Department 
of Justice as to the extent of his testimony, whether he ought to answer 
questions up here about certain things or not. Isn’t that about what 
you said, Mr. Wenzell ? 

Mr. WENZELL. Yes, sir; that is what that was, and the conclusions, 
as I explained my cases there, it didn’t seem to be that there was any- 
thing else but that I should answer any questions that were asked 
here. 

Mr. Keerre. When and to whom did you return your copy of the 
report that you showed Mr. Woods? 

Mr. WeENzELL. I told you I think it was in June. 

Mr. Keerre. June 1955? 

Mr. WENzELL. June 1955, and it was returned to the Bureau of the 
Budget. I don’t remember who sent it over there to Mr. Hughes’ office. 

Senator Kerauver. Well, that is your copy. They had a copy. 
There are several copies. 

Mr. WeENzELL. Senator, as I recall, I made, I think, 3 or 4 copies and 
kept 1 only and gave the original and the other 2 to the Bureau of the 
Budget, and I kept a Copy so that if there were questions of corrections 
on the thing, that I would have a working copy. 

Senator Ker AuvER. Did you under stand from Mr. Hughes in his 
telephone conversation with you about coming up here, that he rather 
wanted to discourage you in giving testimony about some matters 
before this committee ? 

Mr. WeEnzELL. No; I think he just wanted me to discuss it with 
somebody in the Department of Justice. I think possibly at that time, 
I thought possibly he had in mind having somebody from the Depart- 
ment of Justice present at the hearings. 

Senator Kerauver. And who suggested the name of the lawyer that 
you go to see in the Department of Justice? 

Mr. WenzeLt. That was given to me by Mr. Hughes’ office, Mr. 
McGuiness’ name. 


Senator Kerauver. Did Mr. Hughes give you Mr. McGuiness’ 
name? 

Mr. Wenzetu. Either he or his secretary, I forget who talked to me 
about it. 

Senator Krravuver. I believe that is all for the time being. 

Mr. Keerrr. Was it before or after you testified before the Securi- 


ties and Exchange Commission that you returned your copy of the 
report to Mr. Hughes? 
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Mr. Wenzett. I think it was right along the first of June when I 
arrived in Washington with my various files. That would have been 
before any hearings. 

Senator Kerauver. Mr. Wenzell, I thought you came with the 
World Bank down here in May. 

Mr. Wenzett. The 1st of June, Senator. 

Senator Krerauver. The Ist of June? 

Mr. WeENzeELL. June 1. 

Senator Kerauver. After you came down here with the World 
Bank, did you then go back to New York and get your files, including 
this report and bring it down here? 

Mr. WrenzELL. No. I had my various papers moved down here, and 
I think they arrived shortly after I did. I had them sent down to- 
gether with various personal matters. They were my own files. 

Senator Krravuver. How long was that after you came down to be 
with the World Bank? 

Mr. WeNzELL. It was in the first week of June they arrived. 

Senator Krrauver. You came down the Ist of May? 

Mr. WenzeE.LL. The Ist of June, not the 1st of May. 

Senator Keravuver. And then after that your papers arrived, in- 
cluding this report? 

Mr. Wenzeti. I think they came in the first week of June. 

Senator Kerauver. And it was up there in the First Boston from 
the time you made it in September 1953 to—— 

Mr. WeNzELL. They were in my own private office there and I kept 
them in my private files. They were never in the first Boston files 
per se. I kept these along with some personal matters of mine in my 
own files. They were never in the First Boston files. 

Senator Kerrauver. Anyway, they were in your files in First 
Boston ? 

Mr. WeEnzetv. In my office; that is correct. 

Senator Kerauver. You were down here as consultant to the World 
Bank before you finally came down in June; weren’t you? 

Mr. Wenze.tu. No. I was, in the month of March, I represented 
them in a matter in Central America. I was away for about 3 weeks 
for them. 

Upon my return I think I was in Washington about 4 or 5 days at 
the end of March or the 1st of April making some notes, writing up a 
brief report. 

Senator Krrauver. How come you came down here with the World 
Bank, Mr. Wenzell? Are you on leave of absence or did you sever. 
your connection ? ; 

Mr. WenzELL. No, I have retired as of the 1st of June from the First 
Boston under a pension plan that is effective. I have been discussing 
this thing with the World Bank sincee—— 

Senator Kerauver. Is that Mr. Garner of the World Bank? 

Mr. Wenzeuu. Mr. Garner is the vice president, Mr. Black is presi- 
dent, Mr. Bob Garner. 

Senator Kerauver. Did Mr. Woods know about this? Was he in 
the negotiations? 

Mr. Wenzett. I am sure he knew about it, yes sir. I started nego- 
tiations about last September or maybe in August, I forget when it 
was. 
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Senator Krrauver. Have you been handling some of the power 
deals which the World Bank has been financing in other nations? 

Mr. Wenzewt. Have I been? I was in Central America on a power 
deal; yes, sir. 

Senator Keravuver. That is the kind of thing you are handling at 
the World Bank now ? 

Mr. Wenzetu. Senator, the World Bank’s business—they classify 
their loans under four categories. I may have mentioned this before: 
agriculture, transportation, utilities, and industry. 

All four of those categories including agriculture, on which I am 
now becoming an expert, their loans fall under those four broad 
categories. My work is in all four of them. 

I don’t specialize in any 1, but in all 4 of them. Such as it has 
been since the Ist of June, I have had quite a few interruptions with 
the SEC and over here as far as time is concerned. 

Senator Kerauver. Has Ebasco been in on some of these power 
developments done by the World Bank? 

Mr. Wenzext. I don’t know. There are a great many loans that 
they have made throughout the world. There are a great many con- 
cerns, many consultants, very many construction firms. I just don’t 
know whether Ebasco has been in it or not. 

Senator Krrauver. How about that Central American one? 

Mr. Wenzeu. Ebasco had nothing to do with that. 

Senator Kerauver. Who handled that? 

Mr. Wenzeutu. The consulting engineers on that were a Chicago 
firm, Harza, I think it is. I don’t know who the contractors are. 
The contractors were a firm, some people from South Carolina, in this 
country, the name of which I can’t remember. 

Mr. Kreerre. What country was that? 

Mr. Wenzetn. It was Ej Salvador. 

Senator Kerrauver. Well, that is all for the time being, Mr. 
Wenzell. 

I think you were going to tak a trip. We would like to keep in 
touch with you. Something else may come up, but you need not inter- 
ruopt any trip that you are going to make at present. 

Mr. Woods, let’s see, you came back promptly at 4. We appreciate 
it. Mr. Wenzell, will you trade places with Mr. Woods here? 

Mr. Wenzetu. Very gladly, sir. 


TESTIMONY OF GEORGE D. WOODS, CHAIRMAN, BOARD OF 
DIRECTORS, FIRST BOSTON CORP.—Resumed 


Senator Kerauver. Mr. Woods, Senator Lister Hill made a speech 
down here on February 18, and the testimony shows that Saturday, 
the 19th, that there was an important meeting called, at which you 
and Mr. Wenzell and Mr. Dean and perhaps Mr. Linsley 

Mr. Dean. Mr. Coggeshall. 

Senator Kerauver. Mr. Coggeshall—Mr. Linsley was not there— 
attended for a number of hours at vour apartment; is that right? 

Mr. Woops. That is correct. 

Senator Krravuver. Who called this meeting ? 

Mr. Woops. I did. 

Senator Keravuver. You did. What were the circumstances about 
you calling it? 
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Mr. Woops. Well, I read what the Senator had to say about it in 
the newspapers, and it didn’t sit very well with me, so I got every- 
body together that I thought might have a viewpoint about it to see 
what, if anything, we ought to do about it. 

We talked about it and fin: illy decided to make a brief release, which, 
I am sorry to have to report, was published on the next to the last 
page of the New York Times among the shipping news, whereas 
Senator Lister Hill’s made the first page. 

Senator Kerauver. If all of this was open and above board, why 
would not that have been a good time, even though it was a year later, 
February 1955, more than a year later, why would this have not been 
2 good time for you to have made public that you had inaugurated 
these conferences with Mr. Dodge and how this whole thing ‘had, to 
some extent, at least, grown out of the activity that you inaugurated 
back in May of 1953 4% 

Mr. Woops. Well, Senator, it might have been a good time. It 
might have been a good time. It is one of those questions; but when 
we got all finished ‘with it, we concluded to release what we released. 

Senator Kerauver. Well, it had been a matter of great public 
interest ; it would have been, wouldn’t it? You had wanted to come 
down here to help the Government get out of business; you had sent 
one of your men down here to help Mr. Dodge in the matter. 

Mr. Woopvs. Why, frankly, no; I don’t think it 

Senator Krrauver. Don’t you think that might have made page 1, 
like Senator Hill’s speech ? 

Mr. Woops. I certainly do not. I don’t think so. That is one of the 
difficulties that a businessman has, answering a duly elected repre- 
sentative who expresses a viewpoint on the floor. 

It is a difficult position. We may have made a mistake. It might 
have been that your judgment, if you had been me, you would have 
been in favor of making a full release at that time. We had a much 
fuller release than the little inch and a half or so that was finally 
published. 

But we walked around, Senator, and we came up with our answer. 
For better or for worse, that’s it. 

Senator Krravver. Did you discuss the advisability of making your 
participation in this matter beginning back in May 1953 public at 
that time? 

Mr. Woons. No; I don’t have any recollection of thinking that we 
would go as far back as the time I originally called Mr. Dodge. But 
we did have a few ideas of commenting on and perhaps endeavoring to 
correct some of the more glaring errors that Senator Hill made. * 

_ But we finally decided we wouldn't do that. No, we had no discus- 
sion. I never did contemplate at that time, at the time of the Senator 
Hill incident, getting out a sort of a brief on the subject going back to 
my initial call to Mr. Dodge, never did. 

Senator Krravver. Just what glaring error did you point out in 

Senator Hill’s speech or what glaring error did you resent so much ? 

Mr. Woops. Senator, unrefreshed, I can’t answer that. If you have 
got a copy of the speec -h here, I will tell you pretty quickly. 

Senator Krrauver. Well, he said that you had your man at the 
Bureau of the Budget working on the Dixon-Yates deal, and that First 
Boston was the financial ¢ agent. This was a case of a man wear ing two 
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hats, working for the Government at the same time he is working for 
the First Boston, and he didn’t like it. 

Mr. Woops. I wouldn’t characterize any of those statements as glar- 
ing. There was a bad innuendo about them, but none of them are 
under my category of glaring errors. I am still sure there were some. 

Senator Keravuver. Can you give any real explanation why at that 
time you didn’t make your or iginal participation in this matter known, 
Mr. Woods? 

Mr. Woops. Explanation of why we didn’t make—may I have the 
question ? 

Senator Kerauver. Well, can you give any further explanation of 
why at this time when F irst Boston was being criticized by Senator 
Hill in connection with Mr. Wenzell’s participation down here, why 
you didn’t make public the fact that you had originated these con- 
ferences with Mr. Dodge and that First Boston had been in the matter 
from the very beginning and it had grown out of your conferences 
with Mr. Dodge? 

Mr. Woops. Senator, in my judgment we did do all those things. 
You and I have a difference on the matter of degree, the matter ‘of 
minutia. 

We said as briefly and as succinctly as we could that our vice presi- 
dent Wenzell had been at this with the Bureau of the Budget between 
whatever it is and whatever it is. 

We said that we were acting as agents for the Mississippi Valley 
Generating Co. and we just stated the facts. We had 3 or 4 very brief 
sentences which were the facts. 

Now I confess there is room for an honest difference of opinion 
as to how much embroidery, how much detail, how much bricabrac, 
how much minutia we should add to those facts. Our judgment, right 
or wrong, at that meeting, it was in my apartment Saturday, and I 
called it, was that we would state the bare facts and let it go at that. 

Senator Kerauver. Do you have any question about this meeting, 
Mr. Keeffe? I want to go to something else. 

Mr. Keerre. I wanted to ask Mr. Woods about a luncheon meeting 
he had with Mr. Wenzell on April 12, as to what, if anything, he 
recollects discussing at that meeting. 

Mr. Woops. I haven’t the slightest recollection of what we discussed. 
I will confess to you I asked Wenzell the other day if he remembered, 
and he didn’t help me either. 

Senator Krerauver. Mr. Woods, when you had a meeting there, and 
you were told that Lehman Bros. was going to be brought in as your 
partner in this handling of finances, you didn’t like it much. I think 
that must have been on May 11. 

Mr. Woops. I think Friday, May 7. 

Senator Keravuver. F riday, May 7. You did thereafter see the 
Lehman Bros. people. W hy didn’t you reveal to Lehman Bros. at 
that time, why didn’t you take them into your confidence and reveal 
to them, that you w eren’t expecting a fee, so they would know what 
the situation was, too? 

Mr. Woops. I hadn’t concluded my discussions of that subject, 
Senator, with my own associates, and when our discussions were 
concluded, I requested my associate Linsley to acquaint Lehman Bros. 
with our viewpoint, and as I think I testified earlier today or yester- 
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day, having acquainted them with our viewpoint, to then advise Mr. 
Dixon what our conclusion was. 

But the short answer to your question is at that point, May 7, May 
11, again my diary would indicate that I probably met the Lehman 
folks on May 14, and that is about the last time. I think it probably 
is the last time on this subject. ; 

At that point I hadn’t discussed the matter as fully as I wanted 
to or felt I would like to with my own associates. 

Mr. Kerrre. When did you tell Linsley to tell Lehman that you 
were not going to take a fee? 

Mr. Woops. My recollection would be toward the end of May, or 
during the month of June of 1954. 

Mr. Kerrre. Before First Boston had taken corporate action with 
respect to it? 

Mr. Woops. Let’s see, First Boston corporate action. I guess by 
that you are referring to our executive committee. 

The answer to that would be in the affirmative ; yes. I would rather 
phrase the question before the conclusion was formalized at an execu- 
tive committee meeting. 

Mr. Keerre. How can you say that, Mr. Woods? Mr. Linsley 
testified under oath before the Securities and Exchange Commission 
that First Boston had not decided whether it would take a fee until 
October 21. 

Mr. Woops. I can say it because I believe it. 

Mr. Kererre. Well, Linsley said it was discussed at the meeting of 
July 1. 

Mr. Woops. Did he really ? 

Mr. Kererre. And it was discussed at the meeting of September 22. 
But the written record is that there was no corporate action by First 
Boston that it wouldn’t take a fee, until October 21. And Linsley’s 
sworn testimony is that that decision was not communicated to Dixon 
before November. 

Mr. Woops. Well, I certainly wouldn’t disagree with my associate 
on that he org: 98 

Mr. Keerre. Then you could be wrong about it ? 

Mr. Woops. 1 beg your pardon. 

Mr. Krerre. You could be wrong about it ? 

Mr. Woops. Who could be wrong about it ? 

Mr. Keerre. You could. 

Mr. Woops. In what regard? 

Mr. Krerrr. That you told Linsley to tell Lehman in June that you 
were not to take a fee. 

Mr. Woops. Oh, not a bit, not a bit. It could well be that Mr. 
Linsley didn’t immediately perform under those instructions. 

Mr. Kerrre. What did you tell Linsley ? 

Mr. Woops. Just what I have testified to. 

Senator Krrauver. Mr. Woods, is this true: That these are matters 
about a fee or no fee, or matters for the executive committee or the 
board to determine, and you had a division of opinion in your own 
ranks about the matter. You said that some of them didn’t have ex- 
actly the same attitude that you did. 

Mr. Woops. Yes, I said that. I know I was saying that, that there 
was rather a resistance—I don’t want to dignify it with that phrase 
“division of opinion,” Senator. There was resistance. 
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Senator Krerauver. Anyway, eventually in October or whenever 
it was, the board did act on it as a board. 

Mr. Woops. I agree with Mr. Keeffe. The record will speak on 
that. I don’t know. 

Senator Krrauver. The minutes of October 21, the first time when 
there was a recorded action by the executive committee that a fee 
would be taken, so it was decided on by the executive committee and 
not by you individually. 

Mr. Woops. Senator, I said a little while ago the executive commit- 
tee formalized the decision that had been taken. These questions that 
you have been asking me on this subject and Senator O’Mahoney has 
pursued with quite piercing questions, have been, as I have under- 
stood them and as I have answered them on the basis of my own 
viewpoint, my own actions and my own conclusions. 

And it is with respect to myself in my own mind that I have been 
testifying. And as I said to counsel here a few minutes ago, the 
record will stand on when the executive committee actions formalized 
the conclusions that had been reached. 

I repeat I am cognizant of the fact that I am under oath and 
that my best recollection is that I discussed with Mr. Linsley the 
proposition that we would not take a fee in this Mississippi Valley 
Generating Co. matters toward the end of May or some time during 
June. I found no disagreement on the part of Mr. Linsley 

He walked around the idea and saw the reasoning. I said to him, 
“T think that Dixon ought to know about our view on this, but I think 
before you acquaint Dixon with our view, the right thing to do is to 
discuss it with our associate, Lehman. They may have a different 
feeling.” And I will say frankly I said to Mr. Linsley, “If they do, 
they can do anything they please about a fee. Iam ina little different 
position. I think you should acquaint them with our view. Having 
done that, advise Mr. Dixon of our conclusion.” 

That, my best recollection is, happened toward the end of May 1954 
or some time during June 1954. I confess to you, Senator, that among 
the errors, and you turn up several in this whole affair, of omission 
is the fact that this question of the fee was not covered in our formal 
records until whenever it was, September or October. 

If Mr. Linsley had testified he did not talk to Mr. Dixon about until 
September or October, I certainly have no quarrel with that. He 
knows when he talked to him. 

Mr. Krrerre. November. 

Senator Krrauver. Mr. Linsley testified before the Securities and 
Exchange Commission that one reason why he didn’t want to take 
a fee was that the fee would have been so small that it might have 
been a bad influence on other customers. 

Mr. Woops. That was a matter of great concern to Linsley. 

Senator Krravuver. Doesn’t that indicate that you were thinking in 
terms of a small fee? 

Mr. Woops. I personally ? 

Senator Krravuver. No, your people, Mr. Linsley. 

Mr. Woops. I would say that it rather indicated that some of my 
associates walked around this question with extreme care and raised 
this, that, and the other question the way any group of fellows in any 
business would do when they were airing out a question. I remem- 
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ber very well Mr. Linsley said, “This fee is going to be so low that it 
may cause me trouble.” 

For the record I would like to invite your attention, Senator, to the 
hearings before the SEC on June 16, 1955, page 656. There are two 
short quotations: 

Question: Do you recall when this decision was first reached among yourselves, 
even though not formally discussed with the executive committee? 

Answer: We discussed it, at least Mr. Woods and myself discussed it at the 
end—about the end of May 1954. 

And, Senator, I have never read that before. 

Senator Kerauver. Somewhere else Mr. Linsley testified that one 
of the conversations was the fee would be so small it would be a bad 
influence upon other business. 

Mr. Woops. He believed that. 

Senator Kerauver. Mr. Woods, what were you going to buy these 
bonds for? How much would you get them for? 

Mr. Woops. We wouldn’t have hought them, Senator. This is the 
type of a transaction where we would be the agent of the issuer, and 
we would have arranged, negotiated, and discussed the terms of a 
contract between the prospective purchaser and the issuer. 

And title never would have been vested in the First Boston Corp. 
as in the case of those things which we have discussed in these hear- 
ings of competitive bidding as such. 

Senator Kerauver. There was to be a spread between what Dixon- 
Yates would get for the bonds and what would be gotten from the in- 
surance company 4 

Mr. Woops. By Dixon- Yates, I take it you mean Mississippi Valley 
Generating Co.? 

Senator Keravuver. Yes. 

Mr. Woops. And I would answer that in the negative. I would be 
very much surprised. I wouldn’t know who would get the spread. 

The normal procedure would be that Mississippi V Talley Generating 
Co. would make an original of the securities directly to the purchasing 
insurance company ¢ and would receive the payment directly from the 
purchasing insurance company. Is there anything in this evidence 
that indicates there was to be such a difference ? 

Senator Krrauver. Well, I though that there was. 

Mr. Dean. Senator, if there was a purchase in a public offering, the 
spread is the difference between the price paid the corporate issuer by 
the underwriter and the price at which they are offered to the public. 

In the case of a private or direct placement, the price that the issuer 
gets for the security is the price that the insurance companies who are 
buying the securities pay directly to the corporate issuer. Then the 
corporate issuer, here the Mississippi Valley Generating Co., if there 
were to be a fee, would pay a fee, but there wouldn’t be any spread. 

Senator Krrauver. That is on the negotiated proposition of this 
sort as distinguished from a case where you buy the bonds and then 
sell them. 

Mr. Woops. At a profit. Senator, believe me, there is no cover-up 
of any fee. It just isn’t present here. 

Senator Krrauver. Now let’s get this straight, Mr. Woods. The 
so-called public service that has been mentioned several times as being 
the reason for not accepting the bonds, is not, as Mr. Miller testified, 
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the fact that this was a Government transaction in which any national- 
defense matter was involved. 

The public service was the service that you and Mr. Wenzell had 
rendered in the beginning of this matter. Is that what you had in 
mind ¢ 

Mr. Woops. I would say if there has been any public service, it was 
rendered by Wenzell. 

Senator Keravuver. In other words, you weren't thinking about the 
fact that this was a matter that the Government was interested in, 
that the Atomic Energy was a party to and so forth? The public 
service was your talk with Mr. Dodge and Mr. Wenzell’s service to the 
Government. 

Mr. Woops. That’s right. I felt that having made an offer in good 
faith, that I just didn’t believe with a direct ‘placement job flowing 
directly from it, that I would be particularly happy about being com- 
pensated. 

But I agree with you, I answer you in the affirmative. The public 
service, although I don’t think I have used that expression, was the 
job, if there is any public service, was the job that Wenzell did for the 
Bureau of the Budget. I don’t consider the public service. 

Senator Keravuver. In your letter finally of May 6, 1955, which was 
the first written communication to Mr. Dixon, you say : 

From its inception we have regarded our services in this matter as falling 
within the category of public interest. We therefore confirm that we wish no fee 
for our services, but if you wish to reimburse us— 
and so forth, for out-of-pocket expense. 

So the public interest which you had was the fact that you got inter- 
ested in the beginning, came down and got Mr. Wenzell into the mat- 
ter, and whatever work Mr. Wenzell had done. Is that what you 
meant by public interest here? 

Mr. Woops. I expect it is, Senator, I expect it is. 

You are pinning me down on language that it is difficult to answer. 
T thought that having started in with Dodge the way I did, with this 
Mississippi Valley thing flowing directly out of the conversations, that 
it just wasn’t right to take a fee. 

I wouldn’t be honest with you if I didn’t say we came to the con- 
clusion we would have done just as well to have gotten a fee, because 
we wouldn’t have had any more difficulty than we have this way. 

Senator Krravuver. You are sort of sorry you made that decision ? 

Mr. Woops. If you ask me again about whether we will do something 
free for the city of Memphis, ‘I would say clearly no, although I have 
already said it, because I would much rather charge a fee and either 
get paid or not get paid. Itisthe horns of a dilemma. 

Maybe Iam on the short horn. My counsel says I am on the shorter 
horn, Which makes me feel a little better, but I'am on the horns of a 
dilemma. I don’t know how to answer your question on this. 

Senator Kerauver. You thought this whole thing grew out of your 
original conversation ? 

Mr. Woops. Conversation with Dodge, I did. 

Senator Kerauver. Flowing out of the original one you just thought 
that you had been rendering a public interest, you and Mr. W enzell. 

Mr. Woops. Well, I put my foot on that path and thought I had 
better keep it there. I would have undersood it clearly if the Lehmans 
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had objected terribly and had a full-blown meeting about it, but they 
never called me up and it passed off. 

Senator Kerauver. You don’t think the fact that there was a tem- 
pest or terrific storm about the whole matter from the very beginning, 
in December 1953, January 1954, a lot of agitation, demands for in- 
vestigation and that investigations did get underw ay, that that played 
any part in it? 

Mr. Woops. In my thinking? 

Senator Kerauver. Yes. 

Mr. Woops. Who is to say it didn’t? Tam not. You make up your 
mind on the basis of all of the factors, some clearly consciously, some 
of them subconsciously, ge I just don’t think I would be honest to 
sit here and say, Senator, I didn’t know about any commotion and 
whatever the commotion was it made no difference to me. I am not 
prepared to say that. 

It didn’t come into it consciously. I don’t know if the Dixon- Yates 
thing had flown through, the Mississippi Valley plant was under con- 
struction and the contractors were all happy instead of unhappy as L 
dare say they are, I wouldn’t have felt right about taking a fee anyway. 
But maybe the publicity at the time was a factor. It could be. I 
won’t say that it wasn’t, but I don’t think consciously that it was. 

Senator Kerauver. But you think it might have affected your sub- 
conscious mind ¢ 

Mr. Woops. Who is to say? I don’t think I would be human if it 
didn’t. 

Senator Krrauver. Everybody knew this was something that was 
going to be pretty much agitated. 

Mr. Woops. Sure it was going to be a real hot subject, I knew that. 

Senator Kerauver. And you didn’t want to get yourself in an em- 
barrassing situation ? 

Mr. Woops. Oh, I don’t embarrass very easy, and it doesn’t bother 
me very much. I wouldn’t put it that way. 

I didn’t want to get myself in a situation that I didn’t think was 
ence that I wouldn’t be happy living with. 

Senator Krrauver. Well, then, Mr. “W oods, you felt that it was 
something that you couldn’t live ‘with. It wouldn't be a good thing 
to accept a fee in the beginning because the whole thing started out of 
something that you did. How can you justify feeling that you would 
take a fee for other financing in the valley growing out of what you 
did in the beginning? 

Mr. Woops. I don’t believe it grew out of what I did in the begin- 
ning. If we get mixed up with financing in the valley, Senator, it 
is going to be because somebody asks us to, and I am hereby publicly, 
in the fashion that you suggest I should have answered Senator Hill, 
I hereby publicly say this is a double red line under my conversations 
with Mr. Dodge and under our associations with the Bureau of the 

sudget, and anything further we do on this matter—and I hope we 
can be of constructive service—will be de novo and it will be if some- 
body requests it, and I will’ expect to charge, I still take Senator 
O’Mahoney’s word, I think it is a good one, a reasonable fee. 

Senator Keravver. So you are just going to do for free the one job 
and no more in connection with this matter? 

Mr. Woops. At least not until a few surprises have come and things 
have calmed off. 
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Senator Kerauver. Not until what? 

Mr. Woops. A few sunrises have come, a few days have passed by. 
It isn’t pleasant to come down here, you know. 

Senator Kerauver. We understand you. Now, Mr. Woods, you 
have been over to India for the World Bank. Is that for whom you 
went over, or Mr. Black got you to go over? 

Mr. Woops. I have been to India three times, in 1952, 1953, and 
1954. Each time I was there on assignment from the International 
Bank. Each of those assignments was different. 

Senator Krrauver. You mean from the World Bank. Is that the 
same thing we are talking about? 

Mr. Woops. Yes, sir. 

Senator Kerauver. And you were the one that arranged for Mr. 
Wenzell or ee that he go to the World Bank? 

Mr. Woops. I don’t think I either arranged it or suggested it, 
Senator. 

Mr. Black, as is customary among business people, checked in with 
me on the general subject of how the m: inagement of the First Bon- 
ton would feel about making Mr. Wenzell av ‘ailable. We talked about 
it. 

I was familiar with Mr. Black’s needs, and I gave him, I acquiesced, 
in his desire to discuss the idea with Wenzell. No, I didn’t arrange 
it. 

Senator Keravuver. Well, anyway when asked, you recommended it 
and you did acquiesce in it. 

Mr. Woops. When asked, I acquiesced. When they got down to 
finally making a trade, I recommended to our board of directors that 
we approve Mr. Wenzell’s application for early retirement. 

Under our pension plan, retirement at 65 is mandatory unless the 
directors agree to continued employment. And on the other hand, 
retirement between the ages of 60 and 65 is only possible with the ac- 
quiescence of the directors, and I recommended that acquiescence and 
it was given, and Mr. Wenzell accordingly retired. He retired as di- 
rector of our firm, retired as an officer of our firm. 

Senator Keravuver. I have forgotten how old Mr. Wenzell said he 
was. 

Mr. Woops. He was 61 last April. 

Senator Kerauver. What have been these missions you have done 
for the World Bank? 

Mr. Woops. Senator, do you want me to discuss my business with 
the World Bank on this record ¢ 

Senator Kerauver. No. I mean what has been the nature of it. I 
don’t mean in details. 

Mr. Woops. Well, in 1952 there was a problem with respect to the 
expansion of the steel industry in India. At the request of the man- 
agement of the bank, I went over and acquainted myself with the facts 
and made a recommendation. 

In 1953 I made an examination, studied the property, visited the 
dams and — power plants of the Jamoda Valley Corp. in India. 

Last year, 1954, I initiated discussions which have resulted in the 
creation in “hada, with Indian private capital and United Kingdom 
private capital and United States private capital, of an investment 
in a finance company to assist the expansion of new industry in India. 
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In each of those cases, I was accompanied by members of the regular 
World Bank staff. 

Senator Kerauver. Your relationship with Mr. Black and Mr. 
Garner has been very close? 

Mr. Woops. Yes, 1 know Mr. Black and Mr. Garner. 

Senator Kerauver. Anything else, Mr. Keeffe? 

Mr. Krerre. Nothing else, Senator. 

Senator Krrauver. Do you want to ask him any questions, Mr. 
Dean ¢ 

Mr. Dean. No, sir. I would just like to correct a few statements 
I made in trying to collect this information last night. 

I said that First Boston had the right to retain counsel, they 
retained the firm of Milbank, Tweed, Hope & Hadeley in 1953. I 
find that was a sealed bidding issue and they were retained by the 
issuer. 

I also said that Sinclair Weeks had never been a stockholder of the 
First Boston Corp. I find that is correct as an individual. 

In checking the record back to June 16, 1934, I find that he owns 
75 shares as a general guardian for Frances L. Weeks and other 
children in the Weeks family. 

On December 28, 1937, that 75-share certificate was broken up into 
2 certificates, 1 for 19 shares, Sinclair Weeks trustee under a trust 
for Frances Lee Weeks dated December 16, 1937, and 56 shares 
Sinclair Weeks as general guardian for John W. Weeks, II, et al. 

Senator Kerauver. The reason we asked about Mr. Weeks was that 
he was with the First National Bank of Boston, and part of the First 
of Boston came from the old First National Bank. 

Mr. Dean. The stock of the First Boston Corp. was offered, part 
to the stockholders of the First National Bank of Boston and part to 
stockholders of the Chase National Bank and part to the public. 

That stock, Senator, after being broken up, was finally sold on 
December 22, 1945. Some was sold in 1941, some in 1948, and the 
last was sold December 22, 1943. 

He doesn’t appear as a stockholder either individually or as a trustee 
or guardian since December 22, 1948, and again, let me repeat, going 
back to June 16, 1934, Mr. Robert Cutler has never been a stock- 
holder. 

Senator Kerauver. You don’t know what the situation was back 
at the time of the original divestiture of the First National Bank of 
Boston ? 

Mr. Dean. The divestiture took place, Senator, when the First Na- 
tional Bank of Boston offered to its stockholders the pro rata right 
to subseribe to the stock of the First of Boston Corp. which had been 
its affiliate under its new name, the First Boston Corp. 

That took place prior to the deadline of June 16, 1934. You will 
recall that the Glass-Steagall Act was passed in 1933. They had a 
year in which to dispose 

Senator Kerauver. What I meant, Mr. Dean, was you don’t know 
who became the owners of the stock back at that time. Is that part 
of your record there? 

Mr. Dean. We think that the opening date—— 

Mr. Woops. If I understand the Senator, and I think I do, he is 
wondering if there is any possibility that Mr. Weeks or others owned 
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any of the stock before it was offered to the stockholders of the First 
National Bank. Is that your question? 

Senator Keravuver. That’s right. 

Mr. Dean. I can answer that question categorically “no,” because 
100 percent of the stock of the First of Boston Corp. just prior to 
the offering was owned 100 percent by the First National Bank of 
Boston. 

Senator Kerauver. Then my further question was the stock of 
the First of Boston was offered to the stockholders of the First Na- 
tional Bank. 

Mr. Dean. And to the Chase and to the public. 

Senator Kreravver. And to Chase and to the public. Do these 
records show at the time of that offering who took the stock? 

Mr. Dean. Yes, sir. It shows that Sinclair Weeks as general 
guardian for Frances Lee Weeks and other minor children had 75 
shares of the stock of the First Boston Corp. in his name as of record, 
and as I say- 

Senator Keravver. I suppose that was secured by virtue of the fact 
that he, or he as guardian, had been a stockhelder of the First National 
Bank of Boston ? 

Mr. Dean. I suppose—I don’t know but I suppose—that he sub- 
scribed to the rights that accrued to him as guardian. And as I 
say, he subsequently sold all that stock not later than December 22, 
1943. 

Senator Krrauver. Anything else, Mr. Dean? 

Mr. Dean. No, Senator. 

Mr. Keerre. May I ask Mr. Dean who Mr. Douglas Weaver is? 

Mr. Dean. Mr. Douglas Weaver is a young man here in the city 
of Washington to whom I telephone from time to time to get me re- 
ports and so forth that take a certain amount of legwork here in 
Washington to get, the texts of bills in the Congress, Public Docu- 
ments. When I don’t want to wait to get them from the public Print- 
ing Office— 

Mr. Kererre. Did he read to you over the telephone Senator Lister 
Hill’s speech ? 

Mr. Dean. He didn’t read it to me but to a secretary or a stenog- 
rapher in my office, who typed it out that night. 

When I got to Mr. Woods’ apartment that morning, I found, they 
told me, they bought for a nickel in the New York Times what I I had 
telephoned up from Washington. 

Senator Keravuver. Mr. Dean, we will keep in touch with you about 
any further developments in this hearing. You have got to go out 
west. 

I think I might say as we recess this afternoon that it is quite 
apparent to me ‘that there is a substantial conflict between the testi- 
mony of Mr. Dixon and Mr. Wenzell as to the participation of Mr. 
Wenzell in this matter. 

We will consider that in light of whether we will call Mr. Dixon 
to testify in connection with ‘that and other matters that we might 
be interested in hearing from him on. Our present plan, I believe, is 
to ask Mr. Armstrong. to come in at 2 o’clock tomorrow afternoon. 

I felt in view of Mr. Armstrong’s testimony that Mr. Sherman 
Adams might want to make a statement before the committee, and 
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accordingly, yesterday, a letter was written to him, a copy of which 
I will have read into the record at this point. 
Mr. Kerrre (reading) : 


Mr. SHERMAN ADAMS, 
Assistant to the President of the United States, 
The White House. 

Dear Mr. ApAms: Mr. J. Sinclair Armstrong, Chairman of the Securities and 
Exchange Commission, testified before the subcommittee inquiring into the 
Dixon-Yates contract that hearings before the SEC were recessed on June 13 
at your request and were resumed on June 16, also as a result of a telephone 
eall from you. 

Mr. Armstrong testiiied that the reason given by you for requesting the recess 
was the ubsence of certain Government lawyers from the city and the possi- 
bility that the Government might want to intervene in the case. Mr. Armstrong 
declined to answer any other questions as to conversations between you and him 
on that date on the ground it was an invasion of the Executive privilege. 

The subcommittee has asked Mr. Armstrong to return after further conferences 
with Mr. Brownell, the Attorney General, at which time the subcommittee will 
aguin ask him to report fully on your conversations. 

it is the intention of the subcommittee also to hear Mr. Ralph Demmler, former 
Chairman of the SEC, as soon as possible after his return to this country from 
his present trip to Europe. 

The subcommittee is concerned not only with the suspension of hearings on 
June 18, 1955, but is also concerned with any informal conferences, conversa- 
tions, or meetings which may have taken place prior to the opening of the equity 
proceedings, during the equity proceedings, and before the equity proceeding was 
decided by the SEC. The subcommittee also is coneerned with informal con- 
ferences, conversations, and meetings which took place prior to the debt-financing 
procecding or during the debt-financing proceeding. 

The subcommittee is strongly of the opinion that any such conferences or 
representations, formal or otherwise, made to the chairman of a quasi-judicial 
body either prior to or in the course of its judicial consideration of a case is not 
privileged under the Executive order and therefore should be fully disclosed. 
The subcommittee believes that this must also be the position of the adminis- 
tration in view of the President’s statement before a press conference in August 
1954 that all inatters concerning the Dixon-Yates contract from its inception 
are open to inquiry by anyone of the newsmen present either singular or in an 
investigative group. 

Since you have been identified in sworn testimony before the subcommittee 
as having informally intervened with a request which was granted, the three 
members of the subcommittee, Senators O'Mahoney, Langer, and myself, have 
decided to invite you to appear and testify fully about all such conferences in 
which you participated either formally or informally. Since it will be the pur- 
pose of the subcommittee to insist upon the testimony from others, since your 
name has already been mentioned, and since the subcommittee feels that your 
own appearance is especially important for a full development of all the facts. 

Will you please advise us when it would be convenient for you to appear? 

Sincerely, 
EstTES KEFAUVER, Chairman. 


Senator Krerauver. We will stand in recess until 2 o’clock tomorrow 
afternoon. 


(Thereupon, at 5:30 p. m., the subcommittee adjourned, to recon- 
vene tomorrow, Wednesday, July 20, 1955, at 2 p. m.) 
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WEDNESDAY, JULY 20, 1955 


Unrrep Srares SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICLARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 2:15 p. m., in room 
424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senator Kefauver (presiding) and O’Mahoney. 

Also a nt: Senator Dirksen. 

Arthur John Keetfe, assistant counsel; Martin Oppenheimer, staff 
member. 

Senator Kerauver. As we concluded our hearing yesterday, there 
was a discussion between Mr. Dean, Mr. Wenzell, Senator O’Mahoney 
and the chairman with reference to the v iolation or nonviolation of 
the section of the Criminal Code and with reference to the legality 
of the transaction which had been brought out in the hearings in con- 
nection with Mr. Wenzell, First Boston and the United States Gov- 
ernment. 

I think that reference should also be made to a case, a decision by the 
Supreme Court of Florida, which was only called to the attention of 
Mr. Keeffe, our counsel, and myself this morning, which deals with 
somewhat of a similar situation under the Florida law. 

The style of the case is City of Miami, et al. v. Benson, decided by 
the Supre me Court of Florida on March 24, 1953. We have the record 
here. 

Mr. Keeffe, I will ask you to as briefly as possible summarize what 
the case was. I don’t think you had better try to read the pertinent 
parts, but we might have them printed in the record. Suppose we 
just have the syllabus printed in the record following your brief 
summation of the case. 

Mr. Keerre. Citation of the case is 63 Southern Reporter 2d page 
916. 

It seems the First Boston Corp. was employed by the city of Miami 
to advise it with respect to the sale of sewage bonds. First Boston 
had a private conference by one of its vice presidents with the city 
officials of Miami and made an offer for the bonds themselves. The 
bonds were sold privately to the First Boston and an action was 
brought to enjoin the sale of the bonds on the grounds that this 
contrac t—— 

Senator Kerauver. Brought by whom ? 

Mr. Keeffe. Brought by ‘the city of Miami and the coty commis- 
sioners who filed a petition for writ of certiorari—to review an inter- 
locutory order made by the chancellor. 
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It was brought by the tax payers and the city appealed it. The 
court said it is difficult for any man to serve two masters. 

Senator Krerauver. Just tell the outcome of the case. 

Mr. Keerre. And held the contract was against public policy and 
upheld the injunction on the sale of the bonds. 

Senator Dirksen. It was purely a civil proceeding, wasn’t it? 

Mr. Kerrre. Yes, sir; it was voided as against public policy. 

Senator Krrauver. Preliminary to Mr. Armstrong’s testimony, I 
want to call the mi ntion of the « ommittes to the fact th: it, beginning 
last Saturday, Mr. Keeffe has had conferences with Mr. F ields, the 
General Manager aie the Atomic Energy C ommission, with reference 
to certain memo rand: a and the staff reports which deal with the getting 
up, and the final draft of soe chronology which the Atomic Ene rey 
Commission finally submitted along with the Bureau of the Budget. 

Mr. Keeffe, as I have been informed, was told that the information 
he asked for and the memoranda would be forthcoming first Monday, 
and then, as I understand it, Tuesday, and then Wednesday, and we 
haven’t been able to get it yet. 

We have been advised that they were having some meetings in 
connection with the chronology or with the memoranda and there have 
been some difficulties about it. On Monday, July 18, following 
Mr. Keeffe’s conference with Mr. Fields on Saturday, I wrote Mr. 
Fields a letter which was delivered by messenger, which I should like 
to have read into the record at this point. 

Mr. OprpeENHEIMER (reading) : 

JULY 18, 1955. 
Mr. KENNETH E. FIELDS, 
General Manager, Atomic Eneryvy Commission, 
Washington, D.C. 

Dear Mr. Fie_ps: Confirming the telephone conversation our counsel, Mr. 
Arthur John Keeffe, had with you today, Senators O’Mahoney, Langer, and I 
wish you to deliver to us at your earliest convenience the following: 

Any prior drafts of the AEC chronology published in August 1954; 

2. Any memoranda relating to the chronology ; 

Any reports made either to the Commission or any individual commissioner 
with respect to the Dixon-Yates matter in 1953 and 1954, especially during the 
months of December, 1953, January and February and March 1954. 

In supplying the above documents we are anxious to have all of the docu- 
ments in the Commission which mention the names of Adolphe Wenzell and 
Paul Miller or First Boston Corp. In addition, we assume the memoranda you 
supply were prepared by members of your staff. In this connection, we would 
like to know the names of the people who prepared not only the documents but 


also the names of the people in the Commission, who prepared the published 
chronology of August 1954. 

Mr. Keeffe has called to my attention that there are reports and memoranda 
in 1955 with respect to the Dixon-Yates contract. We would like to see those 
also as our subcommittee is intensely interested in all matters leading up to 
the cancellation of the contract. 


I understand you are reluctant to let us see interdepartmental memoranda with 
respect to the inatter but we feel that it is in the public interest that we do so. 
I hope you will find you can comply fully with our request. 

Sincerely, 
Estes KEFAUvVER. 

Senator KEFAUVER. Now, as I under stand it, there i iS some agree- 
ment to send up some papers but they haven’t gotten here. I think 
tentatively we had better see if we can arrange to have Mr. Fields 
come up and explain why we are not able to cret any papers and what- 
not that we have asked for, at 10 o’clock in the morning. 
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Mr. Kererre. Very well, Senator. 

Senator Keravuver. If the full Judiciary Committee meeting is in 
the morning, then invite Mr. Fie tds and others who have charge of 
getting up these chr onologies at 2 o'clock tomorrow afternoon. They 
have had — = time to comply with this request. They have 
agreed to do so, as | understand it, on Saturday and I don’t understand 
Ww shy there aka be all this delay. And this committee, or the chair- 
man of this group, does not intend to be put off indefinitely by these 
men down at the Atomic Energy Commission. 

Senator O’Manoney. It may be that some pressure is being applied 
to prevent them from bringing it up. 

Senator Krrauver. I don’t know. They first seemed to express a 
willingness to do so, and then for some reason, they have not come 
through with the request. 

The full Judiciary meeting is at 10 in the morning so let us endeavor 
to arrange this for 2 o'clock in the afternoon. 

Mr. Armstrong, so that we can get back to where we were on your 
first appearance before the subcommittee on July 12, you dec ‘lined to 
answer questions about whether there had been conversations and 
whatnot with people outside of the SEC on the grounds of executive 
privilege. 

On your second appearance before the subcommittee on July 13, you 
agreed that there was no privilege as to Mr. Sherman Adams’ tele- 
phone call to you on June 11 and again on June 15 with respect to the 
suspension of the hearing then pending before the SEC trial examiner, 
Mr. Ewell. However, you did plead privilege as to anything else that 
Mr. Adams said to you on the telephone calls and specifically as to 
whether he mentioned the pending legislation in the House of Repre- 
sentatives affecting the Dixon-Yates appropriations. 

At the conclusion of your appearance, the subcommittee made a 
statement of policy and suggested if you wished to do so, that you get 
a ruling of the Attorne “Vy General as to whether vou will testify on all 
matters as outlined in this policy statement. The important part of 
the policy statement which was read and delivered to you on your 
last appearance here, at which you indicated you would like to have it 
as specific as possible to take down to the Attorney General in the 
event you decided to go, is as follows; this is the pertinent part, I think, 
of the policy statement delivered to you the last time you were here: 

In view of the evidence which is already available to this committee, it is 
perfectly clear that there was White House intervention in this matter on June 
11, 1955, and on June 15, 1955, by Mr. Sherman Adams. 

This committee is concerned, not only with the suspension of the hearings on 
June 13, 1955, but is also concerned with any informal conferences, conversations, 
or meetings which may have taken place prior to the opening of the equity pro- 
ceedings, during the equity proceedings, before the equity proceedings, and when 
it was decided by the SEC; also whether any informal conferences, conversations, 
or meetings took place prior to the debt-financing proceeding or during the debt- 
financing proceeding. In view of the evidence already available to the com- 
mittee, it is essential the committee and the Congress obtain full and complete 
facts from the SEC with respect to these questions. We do not intend to sit 
here and have Mr. Armstrong relate to us what he believes is relevant and have 
him refuse to testify to matters which he claims are not relevant, or are privi- 
leged. We feel that the committee has some right to determine those matters. 

Accordingly, the Chair now asks Mr. Armstrong, if he desires to do so, to con- 
sult with the Attorney General and to obtain an opinion from the Attorney 
General as to whether the Securities and Exchange Commission will be per- 
mitted to appear before this committee for the purpose of making a full, detailed, 
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and complete disclosure of all meetings, all conferences, all conversations, no 
matter where or when they took place, so long as they relate to the Dixon-Yates 
and are outside of the purely administrative or housekeeping duties of the Com- 
mission as defined and in the purview of the Reorganization Act. 

This is the information we want and this is the clearance we hope Mr. Arm- 
strong will obtain from the Attorney General. 

Mr. Armstrong, have you conferred with the Attorney General and 
are you prepared to testify fully concerning all conferences, conversa- 
tions, or meetings between officials or representatives of the SEC and 
officials or representatives of other agencies of the Government, includ- 
ing the White House, or with representatives of Middle South Utili- 
ties, the Southern Co., and the Mississippi Valley Generating Co. ? 


TESTIMONY OF J. SINCLAIR ARMSTRONG, CHAIRMAN, SECURITIES 
AND EXCHANGE COMMISSION, ACCOMPANIED BY WILLIAM H. 
TIMBERS, GENERAL COUNSEL—Resumed 


Mr. Armstrrone. Yes; I am prepared to testify on such subjects. 

Senator Krrauver. As I understand it, Mr. Armstrong, you are 
prepared to give us full information that’ you have about such con- 
ferences that you and any other present member of the Commission, 
or former Commissioner Demmler, has had with reference to these 
subjects ? 

Mr. Armsrrona. Yes. 

Senator Keravuver. Is that right? 

Mr. Armstrone. Everything that I know about, I am prepared to 
testify to in that regard. 

Senator Kerauver. Mr. Armstrong, where we left off on the last 
meeting was the full conversation that you had on Saturday, shortly 
after noon, June 11, with Mr. Sherman Adams, assistant to the Presi- 
dent at the White House. 

Mr. Armstrona. Yes. 

Senator Kerauver. Will you proceed ? 

Mr. Armstrong. I have repeated the full part of the conversation 
which, in my opinion, pertained to the request for the temporary sus- 
pension and the full part of it, as I have heretofore disclosed it to the 
Commission. 

Senator Kerauver. Speak up a little louder, Mr. Armstrong. 

Mr. Armstrrone. What I am now about to say is the balance of the 
conversation of June 11 with Governor Adams. And after we got 
through with the discussion that I have already testified to, he said: 

We are considering whether we need the plant at West Memphis at all, and this 
whole matter may be academic soon. 


And I said: 


Well, I don’t think that is something for us to consider in connection with a 
suspension of the proceedings for a day or so, because if we held them up for any 
length of time, and you didn’t decide that you didn’t need the West Memphis 
plant, then we would never be able, in our hearing, to recapture the loss of time, 
and the parties are entitled to prompt decisions from our Commission. 


He said: 
I know that. 
And then he said: 


I have got another problem, too, this week, and that is the matter of the appro- 
priation before the House of Representatives. 
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I said: 

Well, I don’t know anything about that. It doesn’t concern the Commission. 

He said: 

That’s right. 

That is all there was to it. 

Senator Keravver. All right, now, let’s start from the beginning of 
your conversation. He called you on the telephone—if you would 
rather not have all these pictures—does it make any difference to you ? 

Mr. Armstrrone. No, whatever the Chair desires. 

Senator Krrauver. I just leave it to you. 

Mr. ArmsrronG. Senator, there is one other thing that I am pre- 
pared to testify to. 

It is my best recollection today that the Government lawyers that 
Governor Adams was referring to in the part of the conversation I 
testified to the other day were the Attorney General, Mr. Brownell, 
and the special counsel for the President, Mr. Morgan. 

Mr. Kerrre. Mister who? 

Mr. Armstrrone. Mr. Morgan. 

Senator Krerauver. Gerald Morgan ? 

Mr. Armstrrone. Gerald D. Morgan. 

Senator Keravuver. You have ascertained that later, although he 
didn’t mention the name of any lawyers at the time? 

Mr. Armsrrona. No, no; I have just been thinking about it, Senator 
Kefauver, and that is my best recollection right now. 

Senator Krravver. Th: " he did mention their names then ? 

Mr. Armsrrone. Yes. I didn’t recollect that the other day but I 
have been thinking about it hard, and I am prepared to testify that 
that is my best recollection at this time. 

And there is one other question that was opened on the record the 
last time and that was whether or not I initiated the telephone call on 
the 15th to Governor Adams, and you asked if my records show. My 
records don’t show who initiated it, but it is my best recollection that I 
did. 

Senator Keravuver. It is your best recollection on the 15th? 

Mr. Armsrrone. Yes, that was on Wednesday. 

Senator Krravuver. That was on Wednesday that you initiated the 
call with him ? 

Mr. Armstrrona. Yes. 

Senator Keravuver. That was the time that you were informed that 
the Government lawyers had decided not to intervene, and you could 
go on with the hearing. 

Mr. Armstrrone. That’s right. 

Senator O’Manonry. Mr. Chairman, may I ask a question ? 

Senator Knravuver. Yes, Senator O'Mahoney. 

Senator O’Manoney. What would prompt you, what is your recol- 
lection now as to what prompted you, to open the conversation with 
Mr. Adams about this hearing? 

Mr. ArmstronG. On the 15th? 

Senator O’Manoney. Yes. 

Mr. Armsrrona. Well, I was conscious of the fact, as I recall it 
now, that I had been expecting a 24- or 48-hour postponement, and 
here it was the end of 48 hours and I hadn’t heard. 
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Senator O’Manonery. Then your purpose in initiating this con- 
versation was to find out whether or not the White House had come 
to any determination, whether Mr. Adams and the other two lawyers 
previously mentioned had reached any agreement. 

Mr. Armstrone. That’s right, sir. 

Senator O’Manoney. Did it involve this other question on the other 
subject that Governor Adams had mentioned to you ? 

Mr. Armstronc. No. 

Senator O’Manoney. In the pending appropriation ? 

Mr. Armstrona. No, absolutely not. 

Senator O’Manoney. So there were two conversations at least be- 
tween you and Mr. Adams? 

Mr. Armstrone. That’s right. 

Mr. Keerre. It is very hard to hear you down here, Mr. Armstrong. 

Mr. ArmstronG. I am sorry, Mr. Keeffe. 1 will try and speak in a 
louder voice. 

Senator O’Manoney. Well, the fact is now clear on your testimony 
that Governor Adams in the first instance asked you to postpone this 
hearing before one of the examiners in the quasi-judicial function of 
the Commission because he felt that some Government attorneys had 
not made up their minds whether they desired to intervene, and he 
mentioned those attorneys, then, as being respectively the Attorney 
General, Mr. Brownell, and the President’s attorney, Mr. Morgan. 

Mr. ArmstroncG. That is my best recollection of it at the present 
time. 

Senator O’Manoney. And as a result of that conversation, you as 
Chairman did bring about the suspension ? 

Mr. Armstronec. No, that is not right, Senator. 

Senator O’Manonry. I was going to say my recollection is not 
clear. 

Mr. Armstronc. Because only the Commission can do it. 

Senator O’M toner. Whether you took that up with the Com- 
mission. 

Mr. ArmstronG. I conveyed that information to the Commission. 

(Discussion off the record.) 

Senator O’Manoney. In order to clear up my own recollection, I 
was asking whether your former testimony was that after the con- 
versation you presented this matter to the Commission and the Com- 
mission then agreed with your suggestion repeated from the White 
House, and you did postpone this heari ing before the examiner in the 
conduct of the quasi-judicial proceedings. 

Mr. Armstrone. That’s right, Senator. The Commission directed 
the postponement. 

Senator O’Manonry. Then did you postpone for a definite period ? 

Mr. Armstronc. No, we did not. We postponed it subject to the call 
of the Connnission. 

Senator O’Manoney. And you had the impression that the decision 
of the White House woul : take place within 48 hours or thereabouts? 

Mr. Armstrone. Yes, 2 

Senator O’Manonry. 940 

Mr. Armsrrone. Or 48. 

Senator O’Manonry. And 24 hours having passed and you having 
received no further information, then you initiated the second 
conversation. 
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Mr. Armstrrone. Yes; 48 hours after. 

Senator O’Manonry. And it was during that second conversation 
that Mr. Adams told you that the Government attorneys did not intend 
to come in? 

Mr. Armstrone. That’s right. 

Senator O’Mationry. And you were free to proceed ? 

Mr. Armsrrona. So far as he was concerned, the Commission was 
free. 

Senator O’Manonry. Was it in that conversation, or in the first 
conversation, that he said to you that he had another problem re- 
specting the appropriation ? 

Mr. Armstrona. In the first on the 11th. 

Senator O’Manonry. In the first? 

Mr. Armstrong. That’s right. 

Senator O’Martonry. So that at the time that you reported to the 
Commission, you were aware that Mr. Adams felt that he had a 
problem with respect to the appropriation for the transmission line 
which was then pending before the House of Representatives. 

Mr. Armsrrona. I was. 

Senator O’Manonry. I think that clears the record, so far as I am 
concerned. 

Senator Keravver. Any questions, Senator Dirksen? We are glad 
to have you with us. 

Senator Dirksen. No questions, Senator. 

Senator Kerauver. Now, Mr. Armstrong, you made some statement 
about this the other day, but I think for this hearing it might be 
well to do so again, and with any enlargement, in view of your w ‘illing- 
ness to testify about all the conferences and conversations that had 

taken place. Did you make any memoranda of this call ? 

Mr. Armstrone. No. 

Senator Kerauver. Now, again, are you clear that this was while 
you were at. your office on Saturday ? 

Mr. ArmstronG. No, no; I was home, sir. 

Senator Kerauver. You were home Saturday ? 

Mr. Armstrrona. Yes. 

Senator Kerauver. What time of the afternoon was it ? 

Mr. Armstrona. Just shortly after noon. 

Senator Kerauver. Shortly in the afternoon ? 

Mr. Armstrone. Yes, sir. 

Senator Kreravuver. I believe you said that Mr. Adams called you on 
that first call. 

Mr. Armstrrone. That’s right. 

Mr. KeerrFe. Is that right ? 

Mr. Armstrona. Yes. 

Senator Krrauver. Mr. Armstrong, speak a little louder. 

Mr. Armstrrona. I am awfully sorry, Senator. 

Senator Kerauver. Because everybody wants to heat 

Mr. Armstrong, Mr. Adams called you on this Saturd: ay afternoon 
at your home. Now, just exactly what did he say to you and what 
did you say to him? 

Mr. Armstrone. Well, I testified to that the other day. 

Senator Kreravuver. I know, but just give it all over again, not what 
you testified the other day, but just what did he say to you when 
he called you? 
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Mr. Armstrona. He said that there was a question as to whether 
or not there should be intervention by the Government with respect 
to testimony that might be given in the proceeding before our hearing 
examiner that was going on on Monday morning. 

Senator Kerauver. Did he mention the name of Mr. Wenzell and 
Mr. Linsley at that time ? 

Mr. Armstrone. Yes. 

Senator Kerauver. He did? 

Mr. Armstrone. Well, I think he mentioned Linsley, but I know 
he mentioned Wenzell. 

Senator Krerauver. Let me get that straight again, that there was 
some question about 

Mr. Armstrone. Whether or not they wanted to intervene with 
respect to that testimony. 

Senator Kerauver. Whether or not Mr. Brownell and Mr. Morgan 
wanted to intervene? 

Mr. Armstrrona. No, Senator. 

Senator Kerauver. I thought you said that you remembered 
now 

Mr. Armstrona. Let me tell it in my own words. He said he 
wanted these lawyers to consider the problem, and they were away, 
and he couldn’t get hold of them. 

Senator Krrauver. Let’s see if we get the purpose stated first. 
Intervening in connection with testimony going to be given by Mr. 
Wenzell, and you are not sure if he mentioned Mr. Linsley. 

Mr. Armsrrone. Well, I think he did, but I just can’t remember 
for sure. I think he did, but I don’t know. 

Senator Kerauver. And what else did he say ¢ 

Mr. ArmstroncG. That’s it, that’s all that I can recollect. 

He mentioned Wenzell, that these lawyers were out of town and 
he couldn’t get hold of them, and this thing was coming on first thing 
Monday, and he wanted them to have a chance to consider whether 
they should go into that thing and appear in it, and whether they 
should object to it. 

The basis of the request, Senator, as I understood it, was because 
he couldn’t get hold of the lawyers to find out. 

Senator O’Manoney. To find out what? 

Mr. Armstrone. Whether they should take a position on behalf of 
the Government objecting or in some way intervening with respect 
to the testimony that was going to be given before our hear ing exam- 
iner on Monday morning. 

Senator O’Manoney. In other words, what Governor Adams was 
concerned about was what the Government attorneys heretofore named 
would have to say about the examination of Wenzell before your 
examiner. 

Mr. ArmstrronG. That is the understanding that I had as to why 
he was asking for thisdelay. That is exactly it. 

Senator O’Manonry. Do you think that such an intervention, even 
from the White House, would be received in any court of the land 
vith respect to the conduct of an examination ? 

Mr. Armstronc. My opinion of that, Senator O’Mahoney, is yes. 
1 believe that judges are always sensitive to the needs of people that 
are represented in court, and where the plea is based on the fact that 
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the person isn’t able to get hold of his attorney, it is my impression 
from what I know about courts, that judges are— 

Senator O’Manonry. Of course, that isn’t the situation. 

Mr. Armsrrone. Are accommodating in that regard. 

Senator O’Manonery. That isn’t the situation which was presented 
to you. You were the Chairman and are the Chairman of a quasi- 
judicial body. You have certain functions as chairman, but they are 
wholly administrative. You are appointed by the President under 
the Reorganization Act, but solely for the purpose of transacting the 
so-called housekeeping details of the administration of the Commis- 
sion. 

But what we have here is a hearing which had been established, 
which had been set down by the Commission not in its administrative 
function, but in its quasi-judicial function, and witnesses were to be 
heard. 

Not only was Wenzell to be heard, but as I recall it, other members 
of the First Boston Corp. were there, and their lawyers were there, 
and their lawyers, as the record showed, indicated they wanted to 
proceed. 

And yet there was received from the White House a request to 
postpone, not on the record, but over the telephone, and it was not 
made a matter of record. 

I am not going to ask you questions about it, because I think the 
matter is so clearly wrong, that it speaks for itself. Executive inter- 
ference in a quasi-judicial proceeding is without justification, in my 
opinion. 

Senator Kerauver. Do you want to make any comment, Mr. Arm- 
strong / 

Mr. Armstrrone. No. 

Senator Krrauver. Then let’s get back to the conversation. You 
have just now stated that Mr. Adams said that Government lawyers 
whom you now identify as Mr. Brownell and Mr. Morgan, might 
want to appear to object to the testimony to be given on Monday by 
Mr. Wenzell. 

Mr. Armstrrona. That’s right. 

Senator Kerauver. Did he explain to you why the great fuss or 
objection about Mr. Wenzell’s testimony ? 

Mr. Armsrrona. No. 

Senator Kerauver. You knew Mr. Wenzell was going to testify 
at that time? 

Mr. Armsrrone. Because he told me so. 

Senator Kerauver. Did you ask him what was unusual about Mr. 
Wenzell’s testimony ? 

Mr. ArmstronG. No. 

Senator Kerauver. You did not? 

Mr. Armstrona. No, sir. 

Senator Kreravuver. Did he explain to you who Mr. Wenzell was? 

Mr. Armsrrona. No. 

Senator Kerauver. Did you know who he was? 

Mr. Armsrronea. No. 

Senator Kerauver. You had never heard his name before? 

Mr. Armstrong. That’s right, to the best of my recollection. 
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Senator Keravuver. And did he explain to you what Mr. Wenzell 
had to do with the case before the SEC or with the appropriation be- 
fore the House of Representatives ? 

Mr. Armstrone. No. 

Senator Kerauver. And then what was the next thing he said to you 
after that, that they might want to object to Mr. Wenzell’s testimony ? 
Did you ask him why they would object to his testimony ¢ 

Mr. Armsrrona. No. 

Senator Keravver. Don’t you think that before you suspend a hear- 
ing on the theory that they might want to object to his testimony, 
you should find out why they would object ? 

Mr. Armstrona. No. 

Senator Krravuver. You didn’t ask him why they would object to 
his testimony ? 

Mr. Armstrona. No, I did not, Senator. 

Senator Keravuver. Did you inquire as to whether Mr. Wenzell 
was an important witness in the proceeding ? 

Mr. Armstrone. No. 

Senator Kerauver. Then in response to that, what did you say to 
Mr. Adams? In response to that request, what did you say to Mr. 
Adams? 

Mr. Armstrone. I told him that I would convey his request to the 
Commission. It was a matter on which the Commission could take 
action, not the Chairman. 

Senator Krerauver. And that you would convey his request to the 
Commission. Did you protest this request ? 

Mr. Armstrronec. No. 

Senator Kerauver. Did you suggest that the matter was before an 

examiner and that the Government lawyers or somebody on behalf of 
the Atomic Energy Commission, the Department of Justice, should 
properly appear before the examiner and make a request ? 

Mr. Armstrrona. No. 

Senator Kerauver. Then just that you would call a meeting Monday 
morning and present this to the Commission ? 

Mr. Armsrrona. That’s correct. 

Senator Krerauver. Did you tell him that you were sure the Com- 
mission would grant his request ? 

Mr. Armstrone. I did not. 

Senator Keravuver. Did you tell him you would recommend it to 
the Commission ? 

Mr. Armstrona. No. 

Senator Krrauver. Did he ask you to keep his telephone conver- 
sation with you private ? 

Mr. Armstrona. No. He asked me to convey his request to the 
Commission. 

Senator Krrauver. He asked you to convey his request to the Com- 
mission ? 

Mr. Armstrone. That’s right. 

Senator Kreravver. And then when was it the matter of the appro- 
priation bill pending in the House of Representatives came up? 

Mr. Armstrone. That was after the discussion. 

Senator Krravver. While you were on the telephone at the same 
time ? 

Mr. Armstrone. That’s right. 
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Senator Kerauver. And just exactly what did he say about the 
pendency of the legislation coming up Monday in the House of 
Representatives ? 

Mr. Armstronc. Well, as I have just testified to, and as I recollect 
it right at this minute, he said, “I have got another problem to worry 
about this week.” 

Senator Kerauver. To worry about this week ? 

Mr. Armsrrone. The TVA appropriation coming up in the House 
of Representatives. 

And I said, “That doesn’t concern me,” and he said, “That’s right.” 

Senator Kerauver. Well, why do you think he mentioned Wenzell’s 
testimony and the House of Representatives at the same time? 

Mr. Armstrona. I have no idea. 

Senator Keravuver. Did he tell you that he didn’t want Wenzell’s 
testimony to get to the Members of the House? 

Mr. Armstrrone. He did not. 

Senator Kerauver. Before the vote was taken? 

Mr. Armstrone. No. 

Senator Kerauver. Did you surmise that was the case? 

Mr. Armstrone. I did not. 

Senator Keravuver. You knew, Mr. Armstrong, about the big fight 
that had been carried on in the Appropriations Committee of the 
House with reference to the transmission line? 

Mr. ArMsrrone. Not at that time. I wasn’t aware of it. I knew 
nothing about it. 

Senator Kerauver. Well, you hadn’t let me finish my question. 

Mr. Armstrong. [ am sorry, Senator. I thought you had. I didn’t 
mean to interrupt you. 

Senator Kerauver. That’s very nice of you. 

The papers had been pretty full of hearings and charges and coun- 
tercharges with reference to this $6,500,000 appropriation for several 
days before this Saturd: ay. Youareaware of that; were you not? 

Mr. Armsrrone. No; I wasn’t. 

Senator Kerauver. What did you say about the matter pending in 
the House of Representatives ? 

Mr. ArMstrONG. [| said, “That isn’t any concern of mine,” and he 
said, “That’s right.” 

Senator Kerauver. And then what was it he said that the thing 
might be out of the way? 

Mr. Armsrrone. That was what he said in between the portion where 
he requested the temporary adjournment and the portion where he 
mentioned the matter in the House. He said, as I best recollect it, 
“We are considering whether we may not need this plant at West 
Memphis and this whole matter may be academic soon.” 

Senator Kerauver. What did he say that had to do with Mr. Wen- 
zell’s testimony ? 

Mr. Armstrona. Nothing. He said nothing about that. 

Senator Keravuver. What did you think it had to do with Mr. Wen- 
zell’s testimony ? 

Mr. Armstrong. I didn’t think it had anything to do with Mr. 
Wenzell’s testimony, but as I mentioned a few moments ago, I stated 
to Governor Adams that that consideration didn’t appeal to me 
because you couldn’t postpone a hearing on any such hypothetical 
basis. 
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I am using my own words now to describe it, not what I s said, be- 
cause I don’t remember the words I used, but the reason that the 
parties were entitled to a prompt decision. 

Senator Krrauver. Had the White House ever before, Mr. Adams 
or anyone from the White House, ever called you? 

Mr. Armsrrone. And he said, “That’s right.” 

Excuse me for interrupting, but I wanted to complete my answer, 
and as I thought it over, it wasn’t complete, because he agreed with 
me on that. 

Senator Kerauver. And then how did you leave your conversation 
with Mr. Adams? Did you tell him you would report back to him and 
you would let him know 4 

Mr. Armstrronc. Oh, yes, yes; and I did on Monday. I testified to 
that. 

Senator Krerauver. On Monday ? 

Mr. Armstrronc. Yes. 

Senator Krravuver. You reported back to him / 

Mr. Armsrrone. Yes. 

Senator Kerauver. No; you didn’t testify to it. 

Mr. Armstrrone. If I didn’t I had the impression I did, that after 
the Commission acted on the matter, I called him up and said the Com- 
mission had made the postponement and he said, “Thank you,” and 
hung up. 

Senator Keravuver. Is that all the conversation on Monday / 

Mr. Armstronea. All of it. 

Senator Krravver. You had previously testified, Mr. Armstrong, 
that you only talked with him on the Saturday, the 11th and Wednes- 
day—— 

Mr. Armsrrone. If I did, I am correcting it. 

Senator Keravuver. The 15th. 

Mr. Armstrone. If it was an omission, it was no intentional 
omission. 

Senator Krravuver. What time did you call him on Monday ? 

Mr. Armstrona. I don’t recall but after the Commission had acted. 

Senator Keratver. So immediately after the Commission had acted, 
you called him up to say the mission had been accomplished and the 
hearing had been postponed. 

Mr. Armstrona. Yes. 

Senator Keravver. Had he asked you to call him up? 

Mr. Armstronea. I don’t remember. 

Senator Kerauver. Did you feel, Mr. Armstrong, that calling you 
Saturday at home and you calling him back right after the Commis- 
sion acted, that this was a matter of substantial urgency ¢ 

Mr. Armstronea. Yes. 

Senator Krrauver. From the White House viewpoint 4 

Mr. Armstronc. Yes. Well, I don’t know about the White House 
viewpoint, but I thought it was a matter of urgency when I am called 
at home in the middle of the d: Ly. 

Senator Kerauver. Just what did you think was urgent about it? 

Mr. Armstrrone. Well, the fact that, as the Governor stated, he 
wasn’t able to get a hold of his lawyers and there was a hearing going 
on. 





POWER POLICY 633 


Senator Dirksen. Mr. Chairman, may I ask a question of that point 
for clarification, and I will address this to you. Was the Attorney 
General out of town on — day, on the first conversation on the 1ith? 

Senator Krrauver. I don’t know. 

Senator Dirksen. Would anybody know 4 

Mr. Trousers. He testified to that. 

Senator Dirksen. That the Attorney General was out of town? 

Mr. Trupers. That Governor Adams advised him he was out of 
town. 

Senator Krrauver. He testified the other day that the lawyers he 
wanted to talk to about intervention were out of town. 

Mr. Trmners. Those lawyers included the Attorney General I think. 

Senator eo ea He didn’t say who the lawyers were. 

Senator O’Manonety. They were not named at the first examina- 
tion but merely that Government law yers had not decided whether 
they wanted to intervene. They were not named. They are named 
today for the first time. 

Senator Dirksen. Does the committee know whether the Attorney 
General was out of town at that time ? 

Senator Kerauver. We don’t. 

Mr. Armstronea. I don’t. 

Senator O'Manonry. I would assume that he was. 

Senator Kerauver. Do you know that he was out of town? 

Mr. Armsrrone. No: I have no independent knowledge whether 
he was at all. 

Senator Kerauver. Have you checked whether Mr. Rogers was out 
of town? 

Senator O°’Manoney. Mr. Morgan. 

Senator Kerauver. I was speaking of the Deputy. Or whether 
Mr. Morgan was out of town. 

Mr. Armstrrone. I don’t know. 

Senator Krravuver. Did you ask where the lawyers were? 

Mr. Armstrrona. No. 

Senator Krerauver. Did you ask why someone else, other lawyers 
in the Department of Justice or the Atomic Energy Commission, 
could not make the application at the opening of the session ? 

Mr. Armstrronc. No. 

Senator Krrauver. Then you said you thought this was a matter 
of urgency. What made you think it was a matter of urgency, Mr. 
Armstrong ¢ 

Mr. Armsrrone. Because of the fact that the call occurred on Sat- 
urday afternoon with respect to a hearing that was going to go on on 
Monday. That was my view of the case. 

Senator Kerauver. And then that is further substantiated by the 
fact that you called him back, right after the Commission meeting, and 
told him it had been postponed 

Mr. Armstrone. That is correct. 

Senator Krrauver. Had anybody from the White House or Mr. 
Adams ever called you relative to a postponement before ? 

Mr. Armstrrone. No. 

Senator Krravver. That was the first time you ever had a call? 

Mr. ArRMsrrona. Yes. 
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Senator Kerauver. Have you ever had one since? 

Mr. Armstrona. No. 

Senator Keravver. Didn’t that strike you as being very unusual, 
receiving a call from the White House asking a postponement ? 

Mr. Armstronea. No. 

Senator Krrauver. It didn’t? 

Mr. Armstrrona. No. 

Senator Krravver. Wouldn’t you ordinarily expect, Mr. Arm- 
strong, that if lawyers wanted to ‘consider intervening, that they, or 
some of their associates, particularly when there are many of them, 
would call up or make appearance themselves about it? Wouldn’t 
you ordinarily think that? 

Mr. ArmstronG. That is the usual procedure. 

Senator Dirksen. May I ask a question at that point, Mr. Chair- 
man ¢ 

Mr. Armstrong, when did you become Chairman of the SEC? 

Mr. ArmstronG. On the 25th of May, Senator Dirksen, of this 
year. I had been Chairman up to the 11th of June, just 3 weeks. 

Senator Dirksen. So actually you had only been Chairman of the 
SEC 16 days before this? 

Mr. Armstrone. That’s right, Senator. 

Senator Dirksen. Sixteen days before this call. 

Mr. Armstrona. That’s right. 

Senator DrrkseN. In the normal procedure of SEC, when you were 
a Commissioner but not Chairman, calls wouldn’t come to you, I take 
it? They would go to the Chairman perhaps? 

Mr. Armstronc. There might be calls in reference to the scheduling 
of hearings which would come to me as a side Commissioner, as a mat- 
ter of information. I can’t think of any specifically, and I am not 
referring to anything specific. I am just referring to what might be 
the procedure. But “ordinarily that is all rather through the Chair- 
man’s office. 

Senator Dirksen. So there wouldn’t be any occasion really prior to 
the time that you became Chairman 

Mr. Armstrone. That’s correct. 

Senator Dirksen. For any call to come to you. 

Mr. ArmsrronG. That’s correct. I can’t think of ever having had 
any such eall. 

Senator Keravver. But Mr. Armstrong, the fact that this was the 
only call you have ever had from the White House, and it came from 
the Deputy President, or the first assistant to the President, it came 
on Saturday afternoon and it affected a hearing that was going to take 
place on Mond: ay, impressed you that it was a very important matter 
and one of great urgency ? 

Mr. Armstrona. Yes. 

Senator Kerauver. And weren’t you impressed with the fact that 
the legislation in the House of Representatives was mentioned in the 
same coinversation, that that had something to do with the urgency? 

Mr. Armstrrone. I was not. 

Senator Kerauver. You didn’t inquire about it? 

Mr. Armstronc. No. 

Senator Krrauver. Have you talked with Mr. Adams about this 
matter since you have been called up here to testify, Mr. Armstrong? 
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Mr. Armstronc. Well, Senator Kefauver, I think that the answer 
to that question would be completely privileged under the terms of 
the direction of the President to the Secretary of Defense, and I am 
referring to the fact that that has nothing to do with the Dixon- 
Yates proceeding before the Securities and E xchange Commission. 

Senator Krerauver. Mr. Armstrong, you came in this afternoon and 
said you were in a position to testify to the conversations that you 
had had with other officials in the Government or with Dixon-Yates 
people, or the State of Tennessee people, or anybody else with refer- 


ence to matters in connection with this Dixon-Yates proceeding before 
the SEC. 


Mr. Armstrronc. That’s right. 
Senator Kerauver. I am asking yon now if, since you have been 
called up here to testify, you have talked with Mr. Adams about this 

mane’ 

Mr. Armstrone. I respectfully say, sir, that the question that you 
are asking has nothing to do with the pending proceeding before the 
SEC. It has to do with an investigation by your congressional com- 
mittee and I think that is thoroughly privileged. 

Senator Keravver. You are not then living up to what you told 
this committee that you were going to do. 

Mr. Armstrone. T am, Senator Kefauver, completely. I am here 
to testify to anything within the framework of your question as to 
how the matter was handled by the SEC in connection with the 
Dixon- Yates proceedings. 


I submit that the privilege extends as specified by the Presidential 
directive. 


Senator Kerauver. We don’t intend to sit here and listen to what 


you think the committee is interested in. 
Congress, are entitled to have some 
the testimony 

Mr. ArmstroncG. This is the first time, Senator Kefauver 

Senator Keravuver. Just a minute, Mr. Armstrong. We don’t in- 
tend to sit here and play cat and mouse with you. We don’t intend 
to take your judgment on whether you think matters are relevant or 
whether they are not. 

We expect you to live up to what you said when you came here: 
that you were now willing to testify in accordance with the mem- 
orandum we gave you last time about’ all meetings, all conferences and 
conversations, no matter where or when they took place, so long as 
they related to the Dixon- Yates deal. 

Mr. Armstrrone. And I am prepared to do that, Senator. 

Senator Keravuver. Outside of the purely administrative or house- 
keeping duties of the Commission. 

Mr. Armstrone. That is right; that is exactly what I am prepared 
to do. 

Senator Krravuver. This conversation related to the Dixon-Yates 
deal, and it is not a housekeeping matter in your Commission; is it? 

Mr. Armstrona. I ee answered it fully, in my opinion, Senator, 


and with great respect. I don’t think it has anything to do with the 
Dixon-Yates deal. 


Senator Krravuver. I disagree with you. 
Mr. Armstrone. It has to do with a congressional inquiry. 


We, as a committee of 
say-so about whether we think 
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Senator Kerauver. And this committee is entitled to its opinion 
about it, Mr. Armstrong. 

I am asking you now to tell what conversations you have had and 
what was said in your conversations with Mr. Adams since the time 
you were up here first to testify. 

Senator Dirksen. Mr. Chairman, if the witness feels that he would 
be violating the privilege as enjoyed by the same type of memorandum 
that was submitted when we had this problem before the McCarthy 
committee, as you will recall, I think the question of privilege ought 
to be respec ted, because it is not something that the witness can resolve. 

It is, after all, a matter for interpr etation by the Attorney General 
as the chief law officer. We had that problem at that time, and 
frankly we didn’t press it. 

You may recall that so much centered around a certain meeting 
that was held in the Office of the Attorney General with 6 or 7 people 
present, and a determined effort was made to secure a disclosure of 
all of the conversations. But the committee finally took the view that 
the privilege should be respected, and we did respect it. 

And so I don’t believe the witness ought to be charged with that 
responsibility, and that somebody other than the witness ought to 

resolve this question of privilege. 

Senator Krrauver. Senator Dirksen, if I may point out to you, that 
this is a semijudicial body in the hearing of these SEC cases under 
the Holding Company Act, in which the | parties to the litigation are 
entitled to know what secret talks, if any, took place, what instructions 
have been given, what represent: ations have been made. They must 
be able to know, in order to produce evidence to meet those matters. 
Here, finally, after three hearings he has reluctantly agreed to tell 
what conversation he had with Mr. Adams. 

The purpose of this question is to find out with reference to the 
weight to be given to his testimony, what conversation he had with 
Mr. Adams about the testimony he was going to give here, whether 
there was any agreement about what he was going to testify, whether 
they decided upon the statement that they were both going to make 
to this committee, and I think it is a very important question for the 
committee to know about, just what the agreement about the testimony 
was, what was said. 

We don’t want testimony given to a committee where there has 
been some conferences with the other parties to the conversation, as 
to what they are going to testify, what is going to be said, and then 
refuse to tell us about it. 

Senator Dirksen. I thought the question was whether or not there 
had been conversation between the witness and Governor Adams sub- 
sequent to the 15th of June. Wasn’t that the question ? 

Senator Kerauver. Yes; about his testimony here today. 

Senator Dirksen. Yes; I thought there was a sheer implication in 
his first answer that he was prepared to testify, and I thought there 
was full agreement that it would be subject necessarily to the inter- 
diction that the executive privilege extends. 

So I doubt very much whether the witness ought to be compelled 
to charge his own conscience with that responsibility. That is some- 
thing that ought to go to the Attorney General, it seems to me. If 
the Attorney General says yes, that it does not violate the privilege, 
then, of course, the witness would be free to respond. 
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Senator Kerauver. Senator Dirksen, we can’t stay here all summer, 
bringing up a question, and then every time we get on a hot subject 
and Mr. Armstrong doesn’t want to talk about it, have to defer our 
testimony for him to go down and talk to the Attorney General. 

I think I should read again what Mr. Armstrong said he was willing 
to testify about, and we asked him to tell us whether or not he was 
going to testify in accordance with this memorandum which was read 
and which was given to him. 


Here is just one paragraph which he took to the Attorney General, 
IT assume: 


Accordingly, the Chair now asks Mr. Armstrong, if he desires to do so, to 
consult with the Attorney General and to obtain an opinion from the Attorney 
yeneral as to whether the Securities and Exchange Commission will be per- 
mitted to appear before this committee for the purpose of making a full, detailed, 
and complete disclosure of all meetings, all conferences, all conversations, no 
matter where or when they took place, so long as they relate to the Dixon-Yates 
deal, and are outside of the purely administrative or housekeeping duties of 
the Commission as defined, and in the purview of the Reorganization Act. 

This is the information we want, and this is the clearance we hope Mr. Arm- 
strong will obtain from the Attorney General. 

Mr. Timsers. Senator Kefauver, would you indulge me for just 
one moment, so the record will be clear as to what we were asked for, 
and what we have tried to get clearance on and respond to the 
committee. 

Senator Kreravuver. Very well. 

Mr. Timpers. Just before that paragraph you were more specific 
in what you said, and this appears at page 967 of the transcript of 
Wednesday, July 13. Senator Kefauver, as chairman, said: 


This committee is concerned not only with the suspension of the hearings on 
June 13, 1955, but is also concerned with any informal conferences, conversations, 
or meetings which may have taken place— 


and I emphasize this— 


prior to the opening of the equity proceedings, during the equity proceedings, 
before the equity proceedings, and when it was decided by the SEC; also whether 
any informal conferences, conversations, or meetings took place prior to the debt- 
financing proceeding, or during the debt-financing proceeding. In view of the 
evidence already available to the committee, it is essential that the committee 
and the Congress obtain full and complete facts from the SEC, with respect to 
these questions. 

Senator Krerauver. Read on. 

Mr. Trmpers (reading) : 

We do not intend to sit here and have Mr. Armstrong relate to us what he 
believes is relevant and have him refuse to testify to matters which he claims 
are not relevant, or are privileged. We feel that the committee has some right 
to determine those matters. 

Then follows the paragraph that you just read. 

Now, it is the clear understanding of this Commission, and I think 
the record will fully bear it out, that what this committee is inves- 
tigating is the manner in which the Commission discharged its quasi- 
judicial functions with respect to applications, financing applications 
in connection with the construction of the Mississippi Valley Gen- 
erating Co., and it is not our understanding that this committee is 
investigating the manner in which the Securities and Exchange Com- 
mission has responded to this committee’s investigation. 

At least up until this point it has not been our understanding. 

65950—56—pt. 1——-41 
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So, with respect to any conferences held between Mr. Armstrong 
and any other representatives, any other agencies of the executive 
branch of the Government, it is our position that the letter which 
Senator Dirksen has just referred to, written by President Eisenhower 
to Secretary of Defense Wilson on May 17, 1954, which is in the 
reeord here, and particularly the following paragraph thereof, is 
squarely applicable here, and the Chairman of the Commission stands 
on that direction from the President, where he stated 

Senator Krravver. Mr. Timbers. 

Mr. Trpers. May I complete, please? 

Senator Keravuver. Very well. 

Mr. Timbers, Thank you very much, Senator Kefauver. 

Wherein President Eisenhower stated in part: 

Because it is essential to efficient and effective administration that employees 
of the executive branch be in a position to be completely candid in advising with 
each other on official matters, and because it is not in the public interest that 
any of their conversations or communications or any documents or reproductions 
concerning such advice be disclosed, you will instruct employees of your Depart- 
ment that in all of their appearances before the subcommittee of the Senate 
Committee on Government Operations regarding the inquiry now before it, they 
are not to testify to any such conversations or communications, or to produce any 
such documents or reproductions. This principle must be maintained regardless 
of who would benefit by such disclosures. 

And that principle, Senator, you will recall, has been specifically 
held applicable by the Attorney ‘General of the United States to this 
Commission before this subcommittee in the letter of the Attorney 
General dated July 12, 1955, which has been placed in the record. 

I think in view of that, Mr. Armstrong necessarily is bound by those 
instructions and cannot violate whatever confidential relationship 
exists between him and those including myself that he has consulted 
with respect to matters that you have inquired into since this com- 
mittee hearing began. 

Senator Kerauver. Mr. T imbers, you are trying to get back to the 
same narrow position by which Mr: Armstrong refused to give any 
testimony with reference to this conversation on the first meeting. 

It was pointed out then that there is a very substantial difference 
between the Secretary of Defense and the Securities and Exchange 
Commission. That was recognized in the Attorney General’s letter. 

The Securities and Exe hange Commission must be judicial in its 
nature in the handling of these cases. It is not fair for other liti- 
gants to have the Government or anybody else give secret instructions 
or facts or representations, and that is what Mr. Brownell recognized 
in his letter. 

Of course, any committee is entitled to know—I am not asking Mr. 
Armstrong about any confidential conversation with his counsel. You 
are his counsel, Mr. Adams is not his counsel. Any court or any com- 
mittee is entitled to know who assisted in getting up statements about 
testimony, whether there was any agreement as to what the witness was 
going to testify, what the conversation was with reference to rehashing 
the testimony, to try to clarify any vague parts in his mind. 

And it is a matter of extreme regret “that Mr. Armstrong has taken 
the position, which seems to me to be untenable, that after finally hav- 
ing agreed he was going to testify about the conversation, he then sub- 
stantially admits that he has talked with Mr. Adams about what he 
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is going to testify, and yet he refused to tell what that conversation 
was. 

It is hard for me to see how we are going to proceed, if that i is going 
to be the attitude of the Securities and Exchange Commission. 

Mr. Trmpers. Senator Kefauver, I wonder if I might respectfully 
inquire— 

Senator Keravver. I call your attention to the fact, Mr. Timbers, 
here in the Wall Street Journal, which is one of the ‘great business 
papers of our Nation, they take ’the attitude on this general matter 
that I have just stated here, that this business of holding back repre- 
sentations, conversations, affecting the action of the Chairman of the 
Commission, is going to be very d: amaging to the Securities and Ex- 
change Commission. 


It is not right; there is a very substantial difference between this 
quasi-judic ial ¢ agency and other executive agencies in the Government. 
I think we will have this Wall Street Journ: i] editorial, for the in- 


formation of anyone who might read this record, put into the record. 
(The editorial is as follows: ) 


REVIEW AND OUTLOOK: NEITHER RicgHtT Nor WISE 


The other day Chairman Armstrong of the Securities and Exchange Commis- 
sion refused, on advice of counsel, to tell a Senate committee whether the White 
House or any Government official or agency had intervened while Dixon-Yates 
financing proceedings were before the SLC. 

And in less than 24 hours, Chairman Armstrong, again on advice of counsel, 
appeared before the same Senators and said that Sherman Adams, assistant 
to the President, had called him to ask that the hearings be recessed because 
some Government lawyers who might want to intervene were out of town. 

Some of the Senators indicated they considered the telephone call as evidence 
of political pressure in favor of the Dixon-Yates proposal but Mr. Armstrong 
said he had never been pressured in any way by Mr. Adams, any other Govern- 
ment official, or Senators who frequently called him about matters pending 
before the SEC. 

The matter of the telephone call was, of course, important to those Democrat 
Senators who want to hand around the administration’s neck a 1956 albatross. 
But it was important also to the Republican Senators. 

For even more important than the political effect of Mr. Adams’ call was 
the question of congressional power of investigation Mr. Armstrong injected 
into the hearing. The SEC counsel advised him not to answer any questions 
at all concerning “the privileged and confidential nature of communications 
within the executive branch.” 

Later some doubts concerning his position arose and he asked the advice 
of Attorney General Brownell. 

The Attorney General advised him that while the SEC “is bound to respect 
the confidential nature of communications in administrative matters’ that 
the answers sought by the Senators were concerned with semijudicial 
proceeding and thus were not privileged. 

We believe that the reasoning of the SEC attorney under which Mr. Arm- 
strong declined to answer and the reasoning of the Attorney General which 
induced him to answer were both wrong. 

The Securities and Exc hange Commission is a creature of the Congress and 
even though it answers to the executive branch it should also answer to the 
legislative. The Sienieae has the power to broaden the SEC’s power, and also 
to end it. There may be an argument in the view that Senate or House hearings 
in matters having to do with military security ought not to be aired in the 
publie square, but none of the SEC’s business has to do with military security. 

The SEC’s business is the business of the public, and the distinction Mr. 
Brownell seeks to make between administrative communications and those 
having to do with a quasi-judicial proceeding is not impressive. In which 
eategory would have fallen a request by Mr. Adams not to begin the Dixon- 
Yates hearings until some lawyer was ready? Would that have been a con- 
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fidential administrative communication and so privileged because the quasi- 
judicial proceeding had not yet begun? 

The present executive branch is not all to blame for the attitude that some 
things are not the business of the Congress; it is an old one, bound by jealous 
prerogatives of the stewardship of office and by the knowledge that an op- 


position Congress often is more interested in the political effects of an in- 
vestigation than in anything else. 


But the attitude is wrong, for it says that the Congress has no right to know 
about what goes on in an "agency, though the Congress created it and pays 
its bills and is held responsible by the public for its conduct. And that is 
neither right nor wise, nor is it responsible Government. 

Senator Krerauver. Mr. Timbers, you have something else to say? 

Mr. Trmpers. Simply so we can orient ourselves and continue to be 
of maximum help to this committee as we have from the beginning 
insisted we would be and as the record shows we have been, I wonder 
if you would be kind enough to inform us as to Ww hether you are now 
seeking information concerning the quasi-judicial functions of this 
committee when you ask whether the chairman had a conversation 
with Governor Adams since this committee’s investigation began. 

Senator Keravuver. Well, certainly this committee would have a 
right to inquire as to what representations have been made by the 
other parties in interest with reference to the testimony he is going 
to give. 

But not any confidential relationship between his attorney and 
his client. 

Well, there is not a quorum of the committee here to take action on 
it, but I can assure you, Mr. Armstrong, that so far as I am concerned 
as chairman, that this is a very alarming and distressing position, 
and I only hope that you are going to reconsider. 

Senator Dirksen. Mr. Chairman, will you indulge me a comment 
for the record. 

Senator Krrauver. Yes, Senator Dirksen. 

Senator Dirksen. I very respectfully don’t share your view that 
this is alarming or distressing. As a matter of fact, the basic memo- 
randum that was submitted to the McCarthy committee in 1954 had 
been contrived by Attorneys General prior to the incumbent Attorney 
General, and was only brought up to date, and so it follows an un- 
broken line of precedent that goes back to the first little controversy 
that President Washington had with Congress. 

And because of the separation of power as provided by the Consti- 
tution, they have constantly adhered to that line. 

Now I do not believe that any appointee should be charged with 
the responsibility of stepping out of line in the face of that kind of 
a memorandum as to what is privileged and what isn’t privileged, 
and the place to go of course is the Attorney General. 

And if the Attorney General, after consultation, lifts the inter- 
diction, then of course the witness is free to testify to anything. 

But I do not believe that the Chairman of the Commission should 
be charged with that responsibility, because if he did, he would be 
violating a memorandum which has full force and effect, by the 
appointed power in the executive branch. 

And while I fussed a good deal about the testimony that we couldn’t 
get, I was just an anxious to get it as anybody, but the fact of the mat- 


ter is that I did respect the “privilege and so did all members of the 
Commission. 
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So there is nothing alarming about it, there is nothing distressing 
about it, and it simply follows out a procedure that goes back to the 
very beginnings of this Government. Now it is just that simple. 

Senator Kerauver. Senator Dirksen, have you ever heard of any 
court or committee proceeding where you can’t ask questions affecting 
the credibility of a witness ? 

Senator Dirksen. Well, first of all I don’t know if that is involved, 
because the question related to something for which there is no founda- 
tion, and you couldn’t, as a good lawyer, Mr. Chairman, you know 
you couldn’t get to first base with a question like that in court because 
you didn’t have any foundation for it in the first place. 

Senator Keravuver. I think I would have a foundation with the re- 
luctance we have had in trying to get the answers out. 

Well, Mr. Armstrong, are the answers you are giving here today in 
accordance with any advice given you by the Attorney General of the 
United States or Mr. Adams? 

Mr. Armsrronc. Would you mind restating that question or re- 
peating it? I want to consider that for just a second. 

Senator Kerauver. Are the answers you are giving here today in 
accordance with any advice given to you by the Attorney General or 
Mr. Adams? 

Mr. ArmstronG. May I consult with my counsel for just a moment, 
please, Mr. Chairman ? 

Senator Krerauver. Very well. 

(Mr. Armstrong consulted with his counsel.) 

Mr. ArmstronG. Mr. Chairman, I have consulted with the Depart- 
ment of Justice on the testimony which I have given today on the 
balance of the untestified-to conversation of June 11 with Governor 
Adams. 

Senator Kerauver. You consulted with the Attorney General? 

Mr. Armstrona. No, sir; with the Department of Justice. I was 
advised that there was no objection to my testifying to the balance of 
that conversation with Governor Adams. 

But as to the rest of the question you asked me, I must respectfully 
say that I am bound by the instruction which the Attorney General 
gave on July 12, 1955, addressed to me personally, and say an answer 
to that question would involve a breach of privilege, a breach of con- 
fidential communication, and I therefore decline to answer it. 

Senator Kerauver. Mr. Armstrong, did you consult with the De- 
partment of Justice with reference to the memoranda, the testimony 
we wanted you to give here today ? 

Mr. Armstrone. Yes. 

Senator Krrauver. And which I understand you were willing to 
give? 

Mr. Armstrone. Yes, I am willing to give it. i 

Senator Kerauver. Let me ask you again with reference to testing 
your credibility and placing the weight upon the ot that you 
are giving here today, are the answers that you are giving here today 
with reference to the matters we have been inquiring about in accord 
with advice given to you by Mr. Adams? ‘a 

Mr. Armstrone. I think, Senator Kefauver, my position is per- 
fectly plain on that. We consider that to be a breach of the privileged 
and confidential communication, and I can’t answer it under this 
specific instruction. 
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Senator Keravuver. Well, you won’t say whether the answers you 
7 giving here today are in accord with the advice given you by Mr. 
ams 


Mr. Armsrrone. I haven't testified, Senator Kefauver, that Gov- 
ernor Adams gave me any advice. 

Senator Krravuver. I asked you that question and you refused to 
answer it. 

Mr. Armstrone. That’s right. 

Senator Kerauver. Then the public will have to draw the con- 
clusion. I would think that if there is no advice, if there is no con- 
ference, that you wouldn’t mind saying so. 

Then let’s see if we can go on. It is very discouraging to try to 
conduct a hearing when we run into this sort of thing, but we will try 
to goon. Then on Monday you called a meeting of the Commission ; 
is that right ? 

Mr. Armstrone. Yes. 

Mr. Keerre. Can’t hear you, Mr. Armstrong. 

Mr. Armstrona. Yes. 

Senator Kerauver. And did you specify that to be an executive 
meeting ? 

Mr. Armstronc. Well, the only members who were present during 
the first part of the meeting were other members of the Commission. 

Senator Keravuver. Well, you heard the secretary up here, Mr. 
DuBois, say that 

Mr. Armstronc. That is what is characterized as an executive ses- 
sion of the Commissioners. 

Senator Keravuver. Why should this be executive? Why didn’t 
you let your secretary come in? 

Mr. Armstronc. Well, I thought that the matter was something 
that was appropriate to discuss with the other Commissioners alone. 
We have many executive sessions, and the secretary was admitted at 
the end of the meeting. 

Senator Krerauver. And after the meeting was over? 

Mr. Armstronc. No. 

Senator Keravuver. But you didn’t want him there for the discus- 
sion ? 

Mr. Armstronc. Well, he wasn’t for it on that part. 

Senator Krravuver. Then what did you tell the members of the 
Commission ? 

Mr. Armstrona. I told them that which Governor Adams had re- 
lated in reference to his desiring a postponement for a day or so be- 
cause he couldn’t get in touch with the lawyers that he wanted to con- 
sider the Wenzell testimony. 

Senator Krerauver. Did you tell them all about Mr. Adams’ call? 

Mr. Armstrone. No. 

Senator Kreravuver. No? I didn’t understand. 

Mr. Armstrone. No. 

Senator Keravuver. Just what did you tell them ? 

Mr. Armstrona. Just what I have just told you, sir. 

Senator Keravuver. Did you tell them about this being a matter of 
legislating pending on the Hill? 

Mr. Armstrone. I did not. 

Senator Krravuver. Did you tell them the conversation that the 
matter might be disposed of in a few days? 
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Mr. Armstrona. No. 

Senator Kerauver. Did they raise any questions about it? 

Mr. Armsrronc. There was discussion, yes, as to whether or not 
Governor Adams’ request was appropriate. 

Senator Krrauver. And some members didn’t think that it was 
appropriate ? 

Mr. Armstrone. No; they all voted for it. 

Mr. Keerre. Unanimously ? 

Mr. Armstrone. Yes. 

Senator Kreravuver. Did you put the motion for a postponement? 

Mr. Armstrrone. Yes. Ordinarily as Chairman of the Commission, 
the questions are put by me, not necessarily formulated by me, but 
I put the matter to a vote when the other Commissioners are ready to 
vote after discusison. That is the way we conduct discussion, the 
Chair does, whoever is sitting in the chair. 

Senator Kerauver. How did you put the vote, Mr. Armstrong? 

Mr. Armstrona. I don’t remember anything specific about it except 
taking a vote on the matter. 

Senator Kerauver. You didn’t have a secretary there to keep the 
records ? 

Mr. Armstrona. He came in and it was stated to him in the pres- 
sence of the other Commissioners as to what the other vote was. 

Senator Keravuver. Did you put the vote, “I move, in view of Mr. 
Adams’ request for a delay, that the Commission ask that the hearings 
be interrupted” ? 

Mr. Armstrone. That is the way I put it to my brethren. 

Senator Kerauver. But you didn’t write it in the minutes in that 
way ¢ 

Mr. Armstronc. I don’t think it was stated in any formal language. 
It was a matter of taking a vote after a discussion. 

Senator Krravver. So you didn’t put what the motion was in the 
minutes? ; 

Mr. Armstrrona. I can’t concur in that, because the motion was 
whether to postpone. The minute accurately reflects the motion that 
was put. 

Senator Krrauver. Well, the minute says, of the 13th: 


Copy OF MINUTE OF JUNE 13, 1955, 9:30 A. M. 


Mr. James G. Ewell, hearing examiner in the pending proceedings in the 
matter of Mississippi Valley Generating Co. (file 70-3375), was present. 

In the matter of the proceedings on the declaration filed by Mississippi Valley 
Generating Co. (file 70-3375) under the Public Utility Holding Company Act of 
1955, involving the company’s proposed debt financing, the Commission directed 
the hearing examiner to continue the hearing for a short period of time, subject 
to call by the Commission. 


Is that the minute? 

Mr. Armstrone. Yes. 

Senator Keravuver. Mr. Ewell was not present ? 

Mr. Armstronc. He was present at that time. 

Senator Krerauver. You mean after you had had this secret meet- 
ing, executive meeting, then he was present? 

Mr. Armstrong. That’s right. 


Senator Keravuver. I am talking about the motion that you put 
in the executive session. 
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Mr. Armstrona. Well I think, Senator Kefauver, that the motion 
was nothing that was phrased in any sort of a formal way, and I 
think the minute accurately reflects the action of the Commission as 
I put it to the Commission after the discussion. 

Senator Krravuver. Well, you put a motion in the executive meeting, 
but there seems to be no record of it whatsoever, does there? 

Is there, Mr. Timbers? This is what you furnished us and this is 
an open meeting. This is just a recording of a direction when Mr. 
Ewell was present. Mr. Ewell was not present at this executive 
meeting. 

Mr. Trmpers. My understanding, Senator Kefauver, is in accord- 
ance with that of Charman Armstrong, and I think it is substantiated 
by the testimony that the secretary, Orval DuBois, gave the other 
day, that normally minutes are not kept or made of executive sessions 
of the Commission, but that once the decision is reached, he is in- 
structed as to the official action taken, and makes the minute recording 
it and I think that is exactly what was done here. 

Senator Keravuver. Well, in any event you didn’t make any record 
of the executive meeting and this is all there is. 

Mr. Trvpers. The minute reflects what conclusion of the Com- 
mission was arrived at, at the executive session I think, Senator. 

Senator Kerauver. Well, the minute, of course, would have you be- 
lieve that Mr. Ewell was present and that the matter was brought up 
in the meeting while he was there. 

Mr. Armstrong has testified that the secretary wasn’t there. Mr. 
Ewell was not in, nobody but the Commissioners. 

Then Mr. Armstrong, here were lawyers for the parties outside. 
Why didn’t you disc lose the reason for the continuance ? 

Mr. Armsrronc. Well, I didn’t consider, Senator Kefauver, that it 
was proper to do so or appropriate in the circumstances. 

Senator Kerauver. Why wasn’t it proper and appropriate to give 
the reasons why you had suddenly called off this hearing? Just why 
wasn’t it proper and appropriate ¢ 

Mr. Armstrona. In my opinion ? 

Senator Krravuver. Yes. 

Mr. Armstrone. Well, it seemed to me that the basis of the request 
was something that should not be made public. 

Senator Keravuver. You wanted to keep the basis of the request 
secret, is that true? 

Mr. Armstrone. Yes. 

Senator Kerauver. Why did you want to keep it secret ? 

Mr. Armsrrone. I didn’t feel that I was free to disclose it. 

Senator Krerauver. Do you think you ought to have secret informa- 
tion affecting a case which you are not willing to make public? 

Let me repeat the question. Do you think you, as Chairman of the 
Commission, ought to have secret information affecting the handling 
of a case which you are unwilling to make public? 

Mr. ArmsrronG. Well, again I think that the answer to the question 
would involve the characterization by me of the action of Governor 
Adams, which I would like to avoid. 

Senator Keravuver. No; I am asking you, not Governor Adams. 

Mr. Armstronc. On a procedural matter as to a postponement for a 
day or so because your lawyers are out of town, I think the action that 
was taken by the Commission was perfectly proper. 
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Senator Krrauver. And you stand by it? 

Mr. Armsrronea. Yes, sir. 

Senator Kerauver. And why did you not tell the lawyers? They 
came in and wanted to know what it was all about; didn’t they ? 

Mr. Armsrrone. Well, the lawyer for Mississippi Valley did. 

Senator Krrauver. Mr. James came in 4 

Mr. Armstrone. That’s right. 

Senator Kerauver. Mr. Volpe was around. 

Mr. Armstrong. He didn’t come in. 

Senator Kerauver. Well, he was outside there. 

Mr. Armsrronc. He was down in the hearing room. 

Senator Kerauver. He filed a motion inquiring what it was all 
about, didn’t he ¢ 

Mr. Armstronea. I don’t recall the terms of the motion. 

Senator Kerauver. Well, he filed a motion to—— 

Mr. Armsrronc. Mr. James asked for leave to appear before the 
Commission to protest the postponement. 

Senator Krerauver. Did you give him permission to appear? 

Mr. Armsrrone. No. 

Senator Kerauver. Why didn’t you? 

Mr. Armsrrona. Well, we don’t ordinarily do that. Sometimes we 
do. It is entirely discretionary. 

Senator Kerauver. And you refused to tell Mr. James or any- 
body else, any of the lawyers present, why this action had been 
taken ? 

Mr. Armstrong. That’s right. 

Senator Krerauver. As a matter of fact, Mr. Volpe, representing the 
State of Tennessee, did file a motion which I have right here, an addi- 
tional motion. 

He had filed motions previously trying to get at these secret actions, 
conferences, and he filed an additional motion following this transac- 
tion here. I will ask Mr. Keeffe to read it. You remember that 
motion, don’t you? 

Mr. Armsrrona. Not specifically. I know there were a lot of 
motions filed. 

Senator Kerauver. You remember he filed a motion to try to find 
out what had happened and what conferences there had been, didn’t 
he? 

Mr. Armsrrone. I don’t remember. If you say he did, he did. 

Senator Krravver. Well, you are a member of the Commission 
here, Chairman of it. 

Mr. Armstrone. There was a motion filed at the beginning of the 
hearing which was ruled on on the 15th. Is this the same motion? 

Mr. Krerrr. This is the second motion. 

Mr. ArmstronGc. When was that filed ? 

Mr. Keerre. June 16. 

Mr. Armsrrong. And then the Commission denied it? 

Senator Kerauver. The Commission denied it. 

‘Mr. Kererre (reading) : 

Additional motion to assure development of an adequate and complete 
record : 

Motion is hereby made that the Securities and Exchange Commission shall 
make available and place in the public record the following information: 


1. The dates of, and names of participants in, any discussions and communi- 
cations which have taken place between members or officials of the Securities 
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and Exchange Commission, on the one hand, and members or officials of any 
other Government agency or of Mississippi Valley, Middle South, or Southern, 
on the other hand, since the start of this proceeding on June 6, 1955, relating 
to this proceeding. This is intended to include, among other things, any 
discussions and communications (a) relating to issues specified in the notice 
of the proceeding, (0) relating to issues specified by other parties or interested 
persons, (c) relating to allegations or representations made by Mississippi 
Valley, Middle South, or Southern or by others with respect to urgency, and 
(d) relating to the adjournment ordered by the Commission on June 13, 1955, 
which lasted until 10 a. m., June 16, 1955. 

2. The text of any such communications; and memoranda recording any 
such discussions, or in the event such memoranda do not exist, statements sum- 
marizing what the substance of such discussions has been. 

A similar motion was filed on June 7, 1955, in this proceeding and was denied 
by the Securities and Exchange Commission by order announced on June 16, 
1955. The purpose of the present motion is to be sure that the record makes it 
clear that the State of Tennessee, et al., are requesting the above specified 
information also with respect to the period since the hearing began. 

Respectfully submitted. 

JOSEPH VOLPE, Jr., 
BENNETT BOSKEY, 
WALTER T. SHALLCRUP, Jr., 
1701 K Street NW., Washington 6, D. C., 
Counsel for the State of Tennessee, et al. 

JUNE 16, 1955. 

Mr. Trmsers. Would you be good enough to allow the record at this 
point, Senator Kefauver, to note that the legal issue raised by that 
motion has been fully argued and briefed and is now under considera- 
tion sub judice in the United States Court of Appeals for the District 
of Columbia Circuit, and on that ground alone we would consider 
it inappropriate to comment on the propriety thereof. 

Senator Kerauver. Well, Mr. Timbers, this case is not on appeal 
in the circuit court of appeal, and all we want to know here is why 
Mr. Armstrong, when the attorneys came in wanting an explanation, 
and then when the attorneys even went to the trouble of filing a motion 
asking for conferences “relating to the adjournment ordered by the 
Commission on June 13 which lasted until 10 a. m. June 16,” why 
the Commission did not give the reasons. 

Senator Dirksen. Mr. Chairman, let me ask 

Senator Keravuver. Let me get an answer from Mr. Armstrong, if 
I can, to that question. 

Mr. Armstrone. I think, Senator Kefauver, I have answered the 
question fully. 

Senator Ruvacvas. I don’t think you have. Why, as an element 
of fairness, are not litigants entitled to know, particularly when they 
go to the trouble of filing a motion, why a case has been adjourned 
suddenly and is to be taken up later? Can you tell us? 

Mr. Armstrona. Why there was an adjournment? 

Senator Kreravver. Yes, but why shouldn’t you make that public? 
Why shouldn’t you announce what the reason was? 

Mr. Armstrong. I have already testified, sir, that I didn’t feel it 
was appropriate to do so. 

Senator Keravuver. And you wanted to keep it secret, is that it? 

Mr. Armstronec. That is your characterization of it. 

Senator Keravver. That is what you said a little while ago. Is 
that what you said ? 

Mr. Armstrona. Well, the record shows if I did. I thought I said 
that I didn’t think it was appropriate or necessary under the cir- 
cumstances. 
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Senator Kerauver. Mr. Armstrong, wasn’t this whole procedure 
suggested, dictated what was to be done, how the adjournment was to 
be secured, by Mr. Adams, and didn’t you just follow out his sugges- 
tion? 

Mr. Armstrong. No. 

Senator Dirgsen. Mr. Chairman, that is such a leading question 
that even in an informal proceeding like this I don’t believe that is 
quite fair. 

Senator Keravver. I just asked him. 

Senator Dirxsen. I know, but you are putting the suggestion in 
the mouth of the witness that certainly in all fairness should not be 
done. 

Senator Keravuver. After all, Senator Dirksen, this man is a gradu- 
ate of Harvard Law School, a very distinguished and practicing 
lawyer. 

r. ArmsTrRONG. Excuse me, Mr. Chairman. The answer to you: 
question is absolutely not; no. 

Senator Keravuver. Well, that is a good answer. 

Mr. Armstronea. No; of course not. 

Senator Dirksen. Mr. Chairman, after all, you have got a large 
press here, and you know from our long association in the House and 
Senate I would just try to be fair to witnesses. 

And when these things are revealed to the press, I don’t believe 
they ought to be put in a context that reflects upon the credibility 
or veracity of the witness. It is so easy to do, so it is easy to be fair. 

Senator Kerauver. Senator Dirksen, I have endeavored to be eimi- 
nently fair with Mr. Armstrong. I must say that it is awfully hard 
to get answers to questions. 

We have had him up here twice. On the two previous occasions he 
has balked on giving us information, and we have had to postpone 
the hearing. Soif l appear to be a little disconcerted, you will! under- 
stand we have been through many, many hours. You have not been 
here during the previous proceedings. 

Senator Dirksen. In this proceeding he has not seemed to balk, it 
seems to me. 

Senator Kerauver. Very well, we will go on. 

Mr. Armstrong, was it your idea or Mr. Adams’ idea, or whose was 
it, that you decided not to tell your fellow Commissioners that whole 
story, the other parts of the conversation ? 

Mr. Armstrona. Oh, gosh, I don’t know, but as I construe it, my 
conversation with Governor Adams, the basis for a request for adjourn- 
ment after a day or so was on one ground alone, and that is the best 
of my recollection of that conversation. 

Senator Kerauver. You said you did not tell them the whole 
conversation ? 

Mr. Armstrone. That’s right. 

Senator Kerauver. And I am just asking you whether it was at his 
suggestion that you did not tell them about the pendency of the legis- 
lation, or whether that was your 

Mr. Armstrong. I don’t remember. I considered that there was 
one ground alone. Now, whether he told me that or not, I don’t 
remember. 

Senator Krrauver. Let’s get this clear. My question was whether 
it was Mr. Adams’ suggestion that you not mention the pendency of 
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the legislation in the House, or whether that was action on your part 
alone, and you said you did not remember. 

Mr. Armstrone. That is the best recollection I have. 

Senator Krerauver. Do you think that since you do not remember, 
that Mr. Adams may have suggested it to you? 

Mr. Armstrong. It is possible. 

Senator Kerauver. Then it seems possible, but you don’t remember ? 

Mr. Armstrona. It is possible, but it seems to me, Senator Kefauver, 
as I recall that conversation, that there was one basis for this request, 
and that was he couldn’t get a hold of these Government attorneys. 

Senator Keravver. Then it is possible that Mr. Adams may have 
suggested that you might not mention it? 

Mr. ArmstroneG. I think I have an accurate understanding of the 
conversation. 

Senator Kerauver. But you don’t remember whether that is true 
or not. All right, now you are aware that George Leonard had been 
the attorney when Mr. Cook was down before the Commission from 
the Atomic Energy Commission and testified, that Mr. McGuiness 
from the Department of Justice had been before the Commission in 
this case # 

Mr. ArmstronG. That was in the equity proceeding ? 

Senator Kerauver. That was in the equity proceeding and also in 
the bond-financing proceeding. 

Mr. Armstrone. No; I was not aware of it as to the bond financing. 
That was going on before a hearing examiner. I didn’t know any- 
thing about that. 

Senator Kerauver. Well, then, they had come in in the equity pro- 
ceeding, had they not? 

Mr. Armstrona. They had been in the equity proceeding back in 
November of 1954. 

Senator Kerauver. Mr. Leonard from the Atomic Energy Com- 
mission ¢ 

Mr. Armstrong. I think that is right. 

Senator Kerauver. And Mr. McGuiness from the Department of 
Justice ? 

Mr. Armstronea. As I told you last week, Senator Kefauver, I don’t 
have specific recollection as to those men’s names, but it was furnished 
for the record. 

Senator Kerauver. Well, you knew that in the equity proceeding 
and also in the bond-financing proceeding, that lawyers for the De- 
partment of Justice and the Atomic Energy Commission had been 
sitting in representing witnesses? 

Mr. Armstrone. No; I did not know that they had been in the 
bond proceeding. 

Senator Kerravuver. You knew they had been in the equity pro- 
ceeding ? 

Mr. Armstrong. Yes; back in November. 

Senator Kerauver. Well, as a matter of fact, Mr. Leonard was 
there when Mr. Cook testified of the Atomic Energy Commission, on 
June 8, and the record so shows. Do you know that to be true now? 

Mr. Armstrona. Well, when that was put in the record here last 
week, it was news to me, because this is a matter before a hearing 
examiner, and I wasn’t aware of it. 
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Senator Kerauver. Didn’t it strike you as strange that since the 
Department of Justice had already had lawyers who had intervened 
in these proceedings and the Atomic Energy Commission had already 
had Mr. George Leonard intervene, now the White House would be 

calling you about two special lawyers, the Attorney General and Mr. 
Morgan, who might want to come down in connection with Mr. Wen- 
zell’s testimony? Didn't that strike you as strange? 

Mr. Armsrronc. No, it didn’t, Senator Kefauver. 

And as I told you, I didn’t know at that time, I didn’t know it until 
I was here last week, and you put it into the record, that these Gov- 
ernment attorneys were in this case pending before a hearing exam- 
iner, and it didn’t strike me the least bit strange, to answer your 
question, that the Assistant to the President wanted to have the top 
legal advisers of the Government consider the question. 

Senator Krravuver. Mr. Armstrong, you knew they had been in the 
equity proceeding. 

Mr. ArmstroncG. That’s right, and that was back in November, and 
it is now sub judice in the court of appeals. 

Senator Krravver. And this proceeding then followed the equity 
proceeding having to do with the same parties, only this deals with 
the bond matter; is that right ? 

Mr. Armstrone. That is right. 

Senator Krrauver. And would you not expect in some intervention 
to object to the testimony of a w itness, that these same lawyers would 
come in and make their appearance ? 

Mr. Armstronec. Senator Kefauver, I didn’t expect the Attorney 
General was going to go down there and do it peas 

It was, as I understood it in my own mind, as I analyzed the thing, 
it was a question of these Government lawyers, the Attorney General, 
and counsel for the President, considering what they wanted to have 
done. 

Mr. Keerre. Senator, I want to say for the record we have ascer- 
tained that one of these lawyers, Mr. McGuiness, was in town. 

Mr. Armstrrone. Who? 

Mr. Krerre. One of these other lawyers was in town that Saturday, 
that weekend. 

Mr. Armsrrona. I haven’t testified about Mr. McGuiness. 

Mr. Keerre. What was the name of the lawyer for the Atomic 
Energy Commission ? 

Senator Kerauver. George Leonard. 

Mr. Kerrre. And Mr. Leonard is not sure, but thinks he wasn’t. 

Mr. Armstrrone. I haven’t given any testimony that referred to 
them. 

Senator Keravuver. Ordinarily when a continu: 

Mr. Armstroné. It is not my function to determine what lawyers 
represent the Government in proceedings. I think it may accurately 
be said, in my opinion, that that may very properly be the function 
of the Attorney General. 

Senator Kerauver. Mr. Armstrong, as a graduate of Harvard Law 
School and Chairman of a quasi-judicial agency, when people want 
continuances, don’t they ordinarily appear in open court or open Com- 
mission meetings or open meetings before the hearing examiner and 
make their application and give their reasons? 

Mr. Armstrone: That’s right. 














650 POWER POLICY 


Senator Keravuver. Is that true? 

Mr. ArmstTrONG. Yes. 

Senator Kerauver. Have you ever, either in court or before the 
SEC, known of some secret call from someone outside upon which 
a continuance was granted, in the absence of a motion or an applica- 
tion, without the reason being given? 

Mr. Armstrone. No. 

Senator Krerauver. Never have? 

Mr. Armstrone. No. 

Senator Kerauver. Do you think it.is good practice to allow that 
to be done? 

Mr. Armstrong. I would think not. 

Senator Kerauver. Then why did you do it? 

Mr. ArMstroNnG. Because I thought under the circumstances stated, 
it was perfectly proper. 

Senator Kerauver. As an attorney if you had been representing one 
of these other clients and had your witnesses down here and suddenly 
a case was continued and you couldn’t find out why or for how long, 
what would you do about it? 

Mr. Armstrona. Well, I don’t know. 

Senator Krrauver. You would be much disturbed, wouldn’t you? 
You don’t blame Mr. James and Mr. Volpe for trying to find out what 
had happened during the meeting ? 

Mr. Armstrone. I don’t know what they were trying to find out. 

Senator Kerauver. Don’t you know they were trying to find out why 
the continuance was granted, what the reasons were? That is what the 
motion states. 

Mr. Armstrona. That may be Mr. Volpe’s motion, but I don’t know 
what was in Mr. James’ mind. 

Senator Krerauver. Well, Mr. James came in himself, came right in 
in person and asked about it. 

Mr. Armstronc. No; he did not, Senator Kefauver, and I testified 
to that just a few minutes ago. 

Senator Krrauver. The record shows—— 

Mr. Armsrrona. That is before the hearing examiner, not before the 
Commission. 

Senator Krravuver. What are these hearing examiners for, Mr. 
Armstrong? 

Mr. Armsrrona. I beg your pardon? 

Senator Kerauver. What do you have hearing examiners for? 

Mr. ArmstronG. Hearing examiners are provided for in order to 
make it possible for the administrative agency to conduct its hearings. 

There are many hearings going on in administrative agencies all 
the time, and if the administrative agency itself had to sit on every 
hearing, it wouldn’t be able to get its work done. I have the impression 
that there are probably seven or eight hundred hearing examiners in 
the Government service. 

Senator Krerauver. And you have competent hearing examiners. 
Mr. Ewell is one of your good hearing examiners, isn’t he? 

Mr. Armstrong. Yes. 

Senator Kreravuver. The purpose of these hearing examiners is to 
get the evidence. 

Mr. Armstrone. Take the testimony. 
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Senator Krrauver. Take the testimony, and they have got power 
to—— 

Mr. Armstrone. And sometimes to make recommended findings. 

Senator Keravuver. They have power, if some matter comes up, to 
entertain a motion for recess or intervention, any of those matters. 

Mr. Armstrone. Those matters, Senator Kefauver, are determined 
by the Commission. 

Senator Keravuver. Name me a case, Mr. Armstrong, where when 
a case is before a hearing examiner, where an application for a con- 
tinuance has been made to the Commission rather than to the hearing 
examiner. 

Mr. Armstrona. Well, Senator, I want to be perfectly clear that you 
understand what I mean. The application is made to the hearing 
examiner in ordinary circumstances before whom the case is pending. 
But the ruling on the continuance is made by the Commission. That 
is the point. 

Senator Kzrauver. Name me a case where a continuance or a short 
recess, on some matter of this sort, where a case is before a hearing 
examiner, where the original application or motion was not made 
before the examiner. 

Mr. Armstrrone. Well, I will have to consult the Commission 
counsel. 

Senator Kerauver. Do you know of any case on your own knowl- 
elge, Mr. Armstrong ¢ 

Mr. Armstrong. I can’t think of any offhand, but that doesn’t mean 
that it doesn’t happen. 

Senator Kerauver. Well, consult Mr. Timbers and see if he knows 
of any case. 

Mr. Armstrong. Yes; I would like to, Senator, if I may. He is the 
General Counsel for the Commission. 

(Mr. Armstrong consulted with counsel.) 

Mr. Timpers. I know there have been many instances of just that, 
Senator, since I have been General Counsel to the Commission, but I 
am not able to give you the docket number or case number of it. I will 
be glad to look it up. 

Senator Krravver. Just give us the case number where a motion 
for a continuance for a short time where a case is before an examiner, 
where the motion was not filed with the examiner in the first instance. 
Just give me the number of the case, and we will look it up. 

Mr. Timpers. Senator, I will be glad to look it up and furnish you 
with illustrations. 

May I point out this: that it is rather customary and usual to have it 
done that way for the reason that the application for adjournment has 
to be ruled on by the Commission anyway, so it is quite customary for 
counsel or people that are interested in a case to come direct to the 
Commission rather than to the Commission via the hearing examiner. 

Senator Kerauver. You mean while the hearing examiner is hear- 
ing a case, why then some lawyer goes into the Commission and asks 
for a continuance? That doesn’t sound right to me. 

Mr. Trmpers. Oh, yes; that is quite normal. 

Senator Krrauver. Well, you find the case and we will have Mr. 
Keeffe then go over the dockets and check them up. 

Mr. Timeers. I will be very glad to do that. 
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Senator Kzrauver. Did you explain to the hearing examiner what 
the true facts were, Mr. Armstrong ? 

Mr. Armstronce. What do you mean “the true facts,” Senator 
Kefauver ? 

Senator Keravuver. That Adams called you to get a continuance. 

Mr. ArmstronG. No; I didn’t explain that to him. 

Senator Kerauver. You didn’t explain to him. 

Mr. Armstrone. No; I did not. 

Senator Kerauver. Then he was in the dark too? 

Mr. Armstrone. Yes, with respect to that. With respect to the 
Adams request, he was in the dark. 

Senator Krerauver. What did you tell him ? 

Mr. Armstronea. Just exactly what the minute reflects. 

Senator Kerauver. Don’t you think that here a man holding a case 
in whom you have confidence is entitled to know just what kind of 
interference was going on in his proceeding? Do you feel that you 
did the examiner right in not explaining the real reason for the 
continuance ? 

Mr. Armstrone. I do. 

Senator Kerauver. You think you were. Now when you put out 
some public information about this, Mr. Armstrong, when you made 
an announcement about it, you stated it was for procedural reasons; 
didn’t you? 

Mr. Armstronc. That’s right, to the extent that there was any 
announcement. I didn’t know there was any Commission announce- 
ment on the subject. Was there one? I don’t think the Commission 
made any announcement on the subject, Senator Kefauver. 

Senator Kerauver. Well, Mr. Ewell’s announcement, which I think 
we have here to the attorneys, was that it was procedural reasons. 

Mr. Armstrona. Yes. 

Senator Kerauver. And the press was also there. Well, this wasn’t 
a procedural reason. Why weren’t the whole facts stated ? 

Mr. Armstrrona. In my opinion, Senator Kefauver, this was a 
procedural reason. 

Senator Kerauver. Was Mr. Adams a party to the matter? 

Mr. Armstrone. The United States Government was, had a very, 
very great interest in this whole subject matter, and he is the assistant 
to the President, and I think he had a very, very great interest, very 
great, representing the people of the United States, Senator Kefauver. 

Senator KrEravver. i other words, any representation from the 
White House or from the Bureau of the Budget or these agencies, you 
would take a similar action? 

Mr. Armstrone. I didn’t say that, Senator Kefauver. 

Senator Keravuver. Well, would you? 

Mr. Armstrone. What representatives ? 

Senator Keravuver. You say that he was an important party to 
this matter. 

Mr. Armstrona. I think he was very, very vitally concerned with 
the matter, as the President was, judging by the fact the announce- 
ment about the matter was made from the President’s Office later. 

Senator Keravuver. What’s that? 

Mr. Armstronc. The announcement of the proposed cancellation 
was made from the President’s Office, and I think to pretend—strike 
the word “pretend”—to conjecture that the assistant to the President 
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of the United States had no interest in the matter, certainly isn’t in 
accord with the view that I have of it. 

I would like to refresh your recollection, too, that the announcement 
that was made from the Office of the President of the United States as 
to the proposed cancellation of the Dixon-Yates contract was made by 
the Attorney General of the United States. I don’t know of any men 
that had a greater interest in this matter than those men. 

Senator Keravuver. Of course greatness of interest doesn’t mean 
that you will take secret advice from people who have great interest; 
does it, Mr. Armstrong? Does it? 

Mr. Armstrone. No. 

Senator Keravuver. Dixon-Yates had a great interest in it. Would 
you take secret advice from Mr. Dixon or Mr. Yates? 

Mr. Armsrrona. Certainly not. There has been nothing like that 
in this case, Senator Kefauver, at the SEC. 

Senator Kerauver. Just a minute, Mr. Armstrong. I am trying 
to get just where you draw the line on whom you will take confidential 
advice from and act upon it. You took confidential advice from 
Mr. Adams and acted on it. 

Mr. Armsrrone. That’s right, and the advice that I took, Senator 
Kefauver, was that I complied with his request that I convey a re- 
quest tothe Commission. That is what I did. 

Senator Kerauver. Because the Government had a great. interest 
in it. 

Mr. Armsrrona. Certainly it has a great interest in it. 

Senator Kerauver. Dixon and Yates had a great interest in it. 
Suppose Dixon and Yates had called you and asked you to present to 
the Commission a matter, would you have treated that in secrecy this 
way ? 

Mr. Armsrronc. 1 wouldn’t have taken a call from either of them. 

Senator Krravver. You wouldn’t have taken a call ? 

Mr. ArmstrronG. Certainly not. 

Senator Keravuver. How about the State of Tennessee? Suppose 
the Governor of Tennessee had called you, would you have taken a 
call from him? 

Mr. Armsrrone. I would have taken a call from the State of Ten- 
nessee for the purpose of ascertaining what the call was for, because 

under the Holding Company Act, the State has a standing, and ina 
manner in which I conduct my office, I would always receive a call 
from a responsible public official of a State, to determine the purpose 
of the call. 

Senator Keravuver. But if they asked you to interfere secretly in 
the conduct of a case, you wouldn’t do so, I take it? 

Mr. Armstronc. I think that is a correct conclusion. 

Senator Keravuver. Then do I understand you that 

Mr. ArmstrronG. But there wasn’t any such call. 

Senator Kerauver. I am just trying to get your attitude. Then 
do I understand you to mean that as to one ‘of the parties in interest, 
the Government, you will take a call in confidence and act upon their 
suggestion, but as to the other parties who have great interest in the 
litigation, you will not takeacall? Isthat fair? 

Mr. Armsrrone. I think your question is too broad, and I haven’t 
considered it from the standpoint of the broad question of the Gov- 
ernment. 
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But this was a call from the assistant to the President of the United 
States, and I think it is entirely proper for the head of an administra- 
tive agency to receive a call from the President’s first assistant. I 
don’t see how the business of the Government could be conducted 
otherwise. 

I have testified I thought the request was perfectly proper on the 
basis that it was stated to me, and I conveyed it to the Commission 
and the Commission thought it was proper and acted on it. 

Senator Keravver. How about Mr. Hughes and Admiral Strauss? 
Are they in a position to interfere in the conduct of a case through 

ou? 

Mr. ArmstronG. I don’t think there was any interference in the 
conduct of the case, but as to whether or not they are entitled to call 
me up on the telephone or discuss matters with me, the answer is, “Yes, 
they are entitled to do so,” and where we stand right now because of 
the full disclosure position that I have taken with you, I am prepared 
to testify as I told you, as to any such conversations or calls. 

Senator Kerauver. Do you want to tell us about any you have had 
from Mr. Hughes? 

Mr. Armstrone. I have had none. 

Senator Keravuver. Or Admiral Strauss? 

Mr. Armstronc. None. 

Senator Keravuver. You said you would take a call from the State 
of Tennessee. 

Mr. Armstronc. For the purpose of determining what the pur- 
pose of the call was. 

Senator Kreravuver. But you didn’t pay very much attention to the 
State’s motion to find out what the facts were. 

Mr. Armstrona. I beg your pardon, Senator Kefauver, the Com- 
mission ruled on it and we don’t rule on motions without paying at- 
tention to it. 

Senator Kerauver. You ruled on it and denied it. 

Mr. Armstrona. Yes, sir, that’s correct. 

Senator Keravuver. You didn’t think they were entitled —— 

Mr. ArmstronG. We pay very great attention to the motion filed by 
the State of Tennessee, as we would to the motion by any State. 

Senator Kerauver. How can the parties to litigation before the 
SEC know what they have to meet if action is taken on representa- 
tions that they know nothing about ? 

Mr. Armstrone. Well, you must bear in mind, Senator Kefauver, 
that this was not an action that affected the disposal process of the 
Commission. 

It was a procedural action granting a postponement for a short 
period of time. It had and could have nothing to do with the decision 
that the Commission might make. 

Senator Keravuver. Of course, on that basis you know you might 
drag out a case on what you call a procedural question for a long, lon 
time, and run into the situation where justice delayed is justice denied. 

Mr. Armstronc. That’s right, and that wasn’t this situation. It 
was just the opposite. 

Senator Krravver. Do you think SEC ought to be allowed to hold 
up testimony because it might affect what goes on in Congress? 

Mr. ArmstRONG. I certainly do not, and there was no such thing 
done or suggested in this case. 
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Senator Kerauver. But it was done in this case, wasn’t it? 

Mr. Armstrone. No. 

Senator Kerauver. Well, you are familiar with the happening of 
events, aren’t you, Mr. Armstrong? 

Mr. ArmsrronG. I am now, but as I have testified, I was not then. 
I did not consider that it was any concern of mine as to what the course 
of an appropriation bill through the House of Representatives is. 

Senator Dirksen. Mr. Chairman, you don’t mind a comment for 
the record, do you? 

Senator Kmravver. No, that’s all right, Senator Dirksen. 

Senator Dirksen. I can think of all the bills that have been held 
up in the Senate because one Senator may have requested that action 
be postponed because he wasn’t there as an advocate or as one to op- 
pose, and it occurs to me that because this did involve a procedure and 
unavailability of counsel at the time, that there is something of an 
analogy there, I might say. 

Senator Kerauver. Well, I don’t know if you got the chronology of 
what happened the other day, Senator Dirksen, or not, but it was to 
come up on Monday, be debated in the House on this very close ques- 
tion about the transmission line, and on the same day it was supposed 
to come up, Mr. Wenzell and Mr. Linsley were supposed to testify. 

I think there could be no doubt that their testimony would have 
been a matter of great concern and quite likely might have changed 
the results in the House. They were not allowed to testify just as the 
House was voting. 

Senator Dirxsen. Of course the result is one of conjecture. 

Mr. Armstrone. Just for the record, Senator Kefauver, the direc- 
tion from the Commission to the hearing examiner was to reconvene 
the hearing forthwith, and that was the morning of the 15th. 

Senator Kerauver. Of course you knew you had to get your lawyers 
and witnesses back from New York. Mr. James had to come back. 

Mr. Armstrone. No, I knew nothing of the sort. I don’t know 
whether what you have just said is true or not. I don’t know any- 
thing about it. 

Mr. Keerrr. Well, it is true, Mr. Armstrong. They were all New 
York counsel in the case except Mr. Volpe. He was representing the 
State of Tennessee in Washington, and the representatives of the 
Department of Justice and the Atomic Energy Commission. 

Mr. Armstrone. Is it true that they were out of town? 

Mr. Kererre. I believe they were all in New York. They had to 
be brought from New York. I assume they didn’t stay in Wash- 
ington and wait. 

Mr. Armstrong. I think this is totally irrelevant, but it usually 
takes me an hour and a half to get from the Commission’s regional 
office in New York, or rather from the airport down to here, but it 
is of no point. I don’t mean to be argumentative, Senator. If I have 
been, I apologize. 

Senator Kerauver. Mr. Armstrong, when did you become the 
Chairman of the SEC? 

Mr. Armsrrone. On the 25th of May 1955. 

Senator Kerauver. And how long did you serve before that? 

Mr, Armstrone. From the 16th of July 1953, I have been a member 
of the Commission. 
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Senator Kerauver. Mr. Armstrong, are you prepared to state now 
any other conferences that you know about affecting the Dixon- Yates 
matter ? 

Mr. Armstrone. I am, completely and fully. 1 would be delighted 

o, Senator Kefauver. 

Senator Keravver. Do you want to tell us about the matter / 

Mr. Armstrone. Yes, sir. There was a conference in early August, 
around the first week of August 1954, and I would date it the 3d of 
August, which I attended, accompanied by Chairman Demmler of 
our Commission, and Mr. McDowell, a director of our division of 
corporate regulation, that took place in the office of Commissioner 
Joseph C ampbell of the Atomic Ener gy Commission. 

There were staff members of the Atomic Ener gy Commission there. 
I don’t remember who they were, but I think Mr. Cook was one of 
them, but I am not certain in my own mind. 

Mr. Keerre. In whose office was that, Mr. Armstrong / 

Mr. ArmstronG. Joseph Campbell. 

Mr. Krerre. Who is he? 

Mr. Armsrronc. Then a Commissioner of the Atomic Energy Com- 
mission. He is now the Comptroller General of the United States. 

Senator Keravver. Let’s get all the parties. You have got Mr. 
Demmler, Mr. McDowell, Mr. Campbell, and you. 

Mr. Kererre. Mr, Cook. 

Mr. Armstrrone. I believe Mr. Cook was there, but——— 

Mr. Krrrre. He is Deputy General Manager of the Atomic Energy 
Commission now. 

Mr. Armstrone. | don’t know. ‘That was a conference over in the 
AEC in August. 

Senator Keravuver. That was the 3d of August. What day of the 
week was that, do you know? 

Mr. Armstrona. I don’t remember, sir. 

Senator Krerauver. When were you first apprised of the fact that 
a conference was going to be held ¢ 

Mr. Armstrong. I don’t remember except that I do remember that 
Mr. Demmler suggested that I come along on this conference. 


Senator Kerauver. Did Mr. Demmler tell you he had been having 
other conferences ? 


Mr. Armstrone. No. 

Senator Kerauver. Do you know if he had had other conferences? 

Mr. Armstronea. At that time no; I did not. 

Senator Kreracver. Well, did you find out later he had had other 
conferences? 

Mr. Armstrona. No. 

Senator Kerauver. Do you know if he had other conferences? 

Mr. Armstrona. I don’t know, but I don’t think he had had any 
at that time, but I am not prepared to testify on it, Senator Kefauver, 
because I don’t know. 

Senator Kreravver. All right, Mr. Demmler suggested that you go 
along with the others over to ‘the office of Mr. Campbell. 

Mr. ArmstronG. That’s right, Commissioner Campbell. 

Senator Kerauver. And . u went to his office and you were all 


there. What was stated to be the purpose of the meeting and what 
took place? 
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Mr. ArmsrronG. The purpose of the meeting was—I will have to 
answer that I don’t know what the purpose of the meeting was, but 
let me tell you what happened at it. 

Senator Keravver. What did Mr. Campbell say when you got there? 

Mr. Armsrronc. I don’t remember, except that he was gracious as 
he always is, but if I could just tell you what happened at the meeting, 
I think it would serve to advance your hearing. 

The meeting involved a discussion by Mr. Demmler and Mr. 
McDowell of pertinent provisions of the Holding Company Act. 

As a matter of fact, it was something of a legal lecture on the sub- 
ject of the Holding Company Act, w! hich is under our jurisdiction, 
ase there was particular reference made to the proceedings before 
our Commission in the Electric Energy, Inc., case and in the Ohio 
Valley Electric case, because those were deemed to be patterns for 
the type of system structure created in a situation comparable to that 
which we were aware from what had been stated publicly appeared 
to be under creation with respect to Middle South and the Southern 
Co. and Mississippi Valley Generating Co. 

And the discussion was an explanation by Mr. Demmler and Mr. 
McDowell of the pertinent sections of the Holding Company Act in 
these prior decisions for their information. 

Senator Krrauver. At that time the President had ordered the 
Atomic Energy Commission to approve the Dixon- Yates contract that 
had been approved by the Bureau of the Budget and Atomic Energy 
(Commission. 

Mr. ArmstronG. I know not on that, Senator Kefauver. When you 
say the word “approve” I didn’t have that understanding. 

Mr. Kerrre. It is part of the record here, Mr. Armstrong. 

Mr. ArmMstronG. Was the contract approved on the 3d of August? 

Mr. Keerre. It is part of the public record. 

Senator Krrauver. It was ordered to be executed by the President 
in June 1954. 

Mr. ArMstronG. What I am trying to make perfectly clear to you, 
Senator Kefauver, is that I didn’t know that anything had been 
approved at that time. 

Senator Kerauver. Now just looking in this chronology of the 
meetings—I was looking in the chronology of the Atomic Energy 
(‘ommission about meetings which had to do with the Dixon-Yates 
contract in August of 1954, and I don’t find this meeting in eens 

Mr. Krerre. There is no meeting there, Senator, for August 3 

Mr. Armstrona. That is their chronology, it is not ours. 

Senator Krravver. Here is a meeting of. April 2 and 11. 

Mr. Armsrrona. With SEC? 

Senator Kerauver. No. Let me read what it says: 

August 2 and 11, 1954, meeting with FPC staff to discuss their review and 
comments on proofs of proposed contracts. 

That was not this meeting. 

Mr. ArmstronG. That’s correct, and the contract was not discussed. 
{t wasn’t shown to us. 

Senator Kerauver. Well, the purpose of the meeting I take it was 
that it was contemplated that soon the matter would be before the 
Commission in connection with the equity and capital financing of 
Dixon- Yates, 











§58 POWER POLICY 


Mr. ArmstronG. That is right. 

Senator Kerauver. You understood that ? 

Mr. Armstrone. Certainly. 

Senator Keravuver. Just tell us about your understanding of it, 
What did you understand the situation to be? 

Mr. Armstrona. I had no understanding of what the situation was. 

Senator Kerauver. You knew the contract had been executed ? 

Mr. Armstrone. No. 

Senator Kreravuver. You knew it would shortly be before the Com- 
mission in connection with their securities ? 

Mr. Armstronea. That’s right, certainly, and we were over there 
explaining what the pertinent provisions of the Holding Company Act 
were insofar as they might apply to the type of corporate structure 
that we understood from what we had read about was likely to be 
set up, and we discussed that in the context of the EEI case and the 
OVEC case. 

And I would like, Senator Kefauver, if I may, to point out to 
you that in the decision of the Commission, the first decision in the 
OVEC case, at which time Donald Cook was Chairman of the Com- 
mission, there is a specific statement in the opinion in which there is 
reference to the fact that the Commission only considers matters of 
record before it, but the Commission had engaged in informal confer- 
ences for the purpose of avoiding in that proceeding a difficulty, 
namely, the so-called great grandfather clause of the Holding Com- 
pany Act. 

And in those informal conferences to which Chairman Cook re- 
ferred in the opinion and the other Commissioners signing the opinion 
referred to, they took great credit for the fact that they had had these 
informal conferences so that the OVEC application did not have to 
be turned down because of a defect under the Holding Company Act 
in the corporate structure. 

And I would like further, Senator Kefauver, to say to you that the 
whole history of the administration of the Holding Company Act, 
and particularly section 11, the section of the act which is the heart 
of the act that requires integration, the whole history of the admin- 
istration of that act has been a series of conferences. 

The law encourages conferences rather than litigation. And all of 
these great holding company structures that Congress decreed in 1935 
should be broken down into integrated public utility systems, were 
broken down by a constant series of conferences and meetings and so 
on between the people who were involved and the Commission. And 
it is very sound administration. 

Senator Kerauver. Mr. Armstrong, we will come to the OVEC and 
EEI decisions shortly. 

Mr. Armstrong. I think it is very important for this committee, 
sir, to realize that there is nothing unusual about conferences between 
the SEC and the parties in matters under the Holding Company Act. 
It has been the administration of the act since it was started. 

Senator Krerauver. So there is nothing unusual about conferences 
between SEC Commissioners and the head of the Corporate Division, 
Mr. McDowell, and parties in holding company cases? Is that what 
you say ? 

Mr. Armstrone. That’s right. 

Senator Kerauver. And that they have them frequently. 
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Mr. Armstrong. It has been the history of the thing down through 
the years. 


Senator Kerrauver. Have they happened under your adminis- 
tration ¢ 

Mr. Armstrone. Sure. 

Senator Kerauver. What other times have they happened while 
you have been there? 

Mr. ArmstronG. Conferences? I will have to ask you to define that 
a little more closely. You mean conferences between Commis- 
sioners 

Senator Kerauver. And Atomic Energy people or Bureau of the 
Budget people, Dixon- Yates people. 

Mr. Armstrong. I don’t know of any. There have been none since 
I have been Chairman. But the administration of the act in our 
Division of Corporate Regulations involves daily conferences. I 
mean, that is the business of the Division of Corporate Regulation 
day by day. 

Senator Kerauver. Well, we will get back to this conference. Mr. 
Armstrong, I am going to have about a 6-minute recess and then we 
will carry on. We will have a recess until 4: 30. 

Mr. ArmstronG. There is one more conference I want to mention. 

Senator Krrauver. I will let you mention anything you want after 
the recess. 

(Short recess. ) 

Senator Krrauver. Mr. Armstrong, just before we recessed you 
had some matter you wanted to tell about. 

Mr. ArmsrronG. Well, there is one other matter that I have knowl- 
edge of with respect to a conference of the category you are describing, 
and that was this: 

That on the 13th of May 1955 Mr. Dixon, Mr. James, and Mr. 
McDowell came into my office, and Mr. Dixon impressed upon me 
the importance of procedural swiftness in handling the debt financing. 

Senator Kerauver. That was May 13, 1955? 

Mr. Armstronec. Yes; that’s right. 

Senator Keravuver. That was Mr. Dixon? 

Mr. Armstrona. Mr. James and Mr. McDowell were present. 

Senator Kerauver. Mr. McDowell is the Director of the Division of 
Corporate Financing. 

Mr. Armstrona. That’s right. 

Senator Kerauver. We will come to that later. 

Mr. Armstrona. That is the only other one. 

Senator Kerauver. Mr. Armstrong, let’s get back to August 3, 1954. 
The situation was as I had said, the contract had been ordered to be 
executed by the President, and it was coming before the SEC in con- 
nection with their financing, and this was a skull session or lecture 
session about the Holding Company Act, or something like that. 

And Commissioner Campbell was there, and Mr. Cook, you, Mr. 
Demmler, and Mr. McDowell. 

Mr. Armstrone. Yes. Mr. Cook, to the best of my recollection. 

Senator Kerauver. Mr. Demmler had suggested that you go over 
with him. 

Mr. Armstrona. That’s right. 

Senator Kerauver. Was anybody else there? 
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Mr. Armstrronc. There were others from AEC staff, but I don’t 
know who they were, or how many. 

Senator Kerauver. About how many were there, do you think, from 
AEC staff? 

Mr. Armstronc. I would say probably 2 or 3 more fellows. I don’t 
know. 

Senator Keravuver. Some lawyers, you think? 

Mr. Armstrrone. I don’t know. Is Mr. Cook a lawyer? I guess 
he is not. 

Senator Kerauver. No; he is an engineer, I believe. But, anyway, 
you don’t know who the others were? 

Mr. ArmstrroncG. No, sir; I don’t. 

Senator Kerauver. Was anybody else there from the Securities and 
Exchange Commission ? 

Mr. Armstrronc. No; just the three of us. 

Senator Keravver. How long did the session last, do vou think 4 

Mr. ArmstrronG. Probably 30 minutes. 

Senator Kerauver. What was that? 

Mr. Armstrrona. Thirty minutes, maybe longer. I don’t recall it, 
sir, as to that. 

Senator Keravuver. Was Mr. Wenzell there ? 

Mr. Armstrrone. No. 

Senator Kerauver. No? 

Mr. Armsrronc. No; I don’t think so. The only people T under- 
stood were there were AEC personnel. 

Senator Krerauver. Did you see Mr. Wenzell here the other day? 

Mr. Armstrrone. Yes. 

Senator Kerauver. Do you remember whether he was there or not? 

Mr. Armstrrone. Well, that is a good suggestion. I can categori- 
cally say he wasn’t, because [ had never seen him before in my life. 

Senator Keravver. You don’t remember ever having seen him 
before ? 

Mr. Armstrrone. No: I don’t think I ever saw him before. He was 
the fellow down here. 

Senator Kerauver. Mr. Armstrong, just tell us everything that took 
place at this August 3 meeting, August 3, 1954, at the Atomic Energy 
Commission. I suppose you met in Commissioner Campbell’s office. 

Mr. Armstronea. Yes. 

Senator Keravver. Just tell us what took place. 

Mr. Armstrone. Well, we sat around his office and Mr. Demmler 
and Mr. McDowell expounded on the provisions of the Holding Com- 
pany Act. That is all I can remember about it, and the EET and 
the OVEC cases. 

Senator Keravver. What did they say about the provisions of the 
Holding Company Act? 

Mr. Armstrong. I don’t remember, but Mr. Demmler pointed out 
the pertinent provisions of the act that would govern a situation like 
this. 

Senator Keravuver. 10 (b) and 10 (c) ? 

_Mr. Armstrong. Yes, section 10 and section 11, the definitional sec- 
tion, all of those things, but I am not talking now from recollection, 
sir, because I don’t remember how he did it. 
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All I know is there was a discussion of the Holding Company Act 
as it might apply to setting up a situation that would be comparable 
to EEI and OVEC. 

Senator Kerauver. Did you do some of the explaining yourself, the 
lecturing ? 

Mr. Armstronc. No, I was a listener. 

Senator Kerauver. Was the purpose of the meeting to acquaint the 
SEC people with the provisions of the Holding Company Act! 

Mr. ARMSTRONG. No, I think it was to acquaint the AKC people. 

Senator Kerauver. I mean the AEC. 

Mr. Armstrone. Yes, sir. 

Senator Keravuver. Just why would he want to acquaint them with 
the provisions of the act? 

Mr. Armstrone. Well, I would think the purpose of it would be so 
that they would consider whether or not the financial structure, the 
corporate structure, would be something which on its face might com- 
ply with the act. 

Senator Keravuver. In other words, it was looking toward the 
presentation in such a way that it would be approved by the Com- 
mission ¢ 

Mr. Armstrone. That’s right, sir. 

Senator Keravuver. To bring it as close to the FEI and OVEC trans- 
actions’ approval as possible ? 

Mr. Armstrona. That’s right, sir. Wait a minute now, let’s see, 
I am not sure that it would be bringing it as close as possible to the 
EEI and OVEC. That is a little to precise because I don’t remember 
that. It wasa general discussion. 

Senator Keravuver. What did Mr. Demmler have to say about it? 
T know you can’t remember exactly, but what did he point out? 

Mr. Armstrrone. He read some of the provisions of the act, and he 
deseribed the provision on integration. 

Senator Kerauver. He read some of the provisions of the act and he 
described what ? 

Mr. ArmstronG. Well, he described what those provisions were, 
what they meant as he understood them, and it was a question of 
informing this other agency of the Government that appeared to be 
getting into a situation that was going to come into our jurisdiction, 
as to what the provisions of the law that we administer are. 

Senator Kerauver. Try to remember just what Mr. Demmler had 
to say about it. After reading the provisions of the act, the various 
provisions, what did he have to say ? 

Mr. Armstrong. I honestly can’t remember it in any greater detail. 
It isa long, long time ago. 

Senator Kerauver. And did Mr. McDowell do some of the explain- 
ing, too? 

Mr. Armstrona. Yes, he did. 

Senator Kerauver. And what did he have to say about it 2 

Mr. Armstrona. Well, along the same lines, the same type of discus- 
sion as Mr. Demmler. 

Senator Kreravuver. And do you think section 10 had been one of the 
provisions that he read ? 

Mr. Armsrrona. Oh, I can’t recall that, Senator Kefauver, whether 
he read it. 
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Senator Krrauver. What did Mr. Campbell ask about it, and Mr. 
Cook; what questions did they ask ? 

Mr. Armsrrone. I honestly don’t recall. I don’t remember that Mr. 
Campbell said very much at all,if anything. He sort of sat there and 
listened. 

Senator Kerauver. Did he make notes about it? 

Mr. Armstrone. I don’t remember whether he did or not. 

Senator Krrauver. Did he ask any questions, do you remember? 

Mr. Armsrrona. I honestly don’t remember, Senator, it is so far 
from me now. 

Senator Krerauver. What was the discussion about OVEC or EEL? 

Mr. ArmstrronG. The only discussion about them was that they were 
decisions we thought they might appropriately consider in setting up 
a deal of this kind, because they made some law on the subject. 

Senator Kerauver. Who might consider in setting up a deal of this 
kind ? 

Mr. Armsrrone. The Atomic Energy Commission, which was as 
we understood it a party to the contract. It had been in connection 
with 

Senator Kerauver. The contract had been negotiated with the 
Atomic Energy Commission and it was to be signed by them or was 
signed by the Atomic Energy Commission. 

Mr. Armstrone. I didn’t know that at the time. It wasn’t shown 
to us. 

Senator Krrauver. You said something about the Atomic Energy 
Commission being a party to the contract. 

Mr. Armstrronc. Would be, yes. We were aware that the Atomic 
Energy Commission had been directed to set up a contract in a situa- 
tion that appeared to us EEI and the OVEC cases would have some 
bearing on from the standpoint of interpreting the Holding Company 
Act. 

Senator Kerauver. What bearing did they think OVEC, which 
was the Ohio Valley Electric Corp., Portsmouth, Ohio, and EEI, 
Electric Energy, Inc., at Paducah, what bearing are they supposed to 
have on the matter? What was the explanation about it at this 
meeting ¢ 

Mr. Armstrone. Well, that they were decisions of the Commission 
which any Government agency setting up any similar or related struc- 
ture, corporate structure, financial structure, should consider. 

Senator Kerauver. That decisions had been made in those cases 
approving the securities? 

Mr. Armstrone. Yes. 

Senator Keravuver. It would be helpful to the Atomic Energy Com- 
mission to know about what had taken place in those decisions ? 

Mr. Armstrone. That’s right. 

Senator Keravuver. Did Mr. Demmler or you or Mr. McDowell tell 
just what was involved in those decisions ? 

Mr. Armstronea. I think Mr. Demmler referred to them. I don’t 
remember a detailed explanation of them. 

Senator Kerauver. I guess there was some discussion about the fact 
of OVEC and the facts of EEI, their similarity to this case under the 
Dixon- Yates case, wasn’t there ? 

Mr. Armstrone. Sure. That is the best of my recollection of it, 
Senator Kefauver. 
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Senator Krrauver. Comparison of the three cases. 

Mr. ArmstronG. No, no, of the two cases. 

Senator Krerauver. Of OVEC and EEL? 

Mr. ArmsrronG. That’s right. There was no comparison in that 
meeting with the Mississippi Valley situation because, at least so far 
as I know, we didn’t know what that situation was going to be. 

Now, I can’t speak for Mr. McDowell and Mr. Demmler on that, 
but I didn’t know what the structure was. It was a matter of pointing 
out to them the provisions of the act and these two decisions; let them 
read and heed. 

Senator Kerauver. You didn’t know the details of Dixon- Yates, 
but you knew it was along the same general line. 

Mr. Armsrronc. That’s right. 

Senator Krravver. And that it had been ordered by the President? 

Mr. Armstrong. That’s right. 

Senator Kerauver. There was great public interest in it? 

Mr. Armstrone. Yes. 

Senator Kerauver. Did Mr. Cook ask any questions ? 

Mr. Armstrona. I honestly don’t remember. 

Senator Kerauver. And it was OVEC and EEI, where companies 
had gotten together to furnish electricity for those atomic operations? 

Mr. Armsrrone. That’s right, sir. 

Senator Keravuver. And that was the kind of thing you all were 
discussing / 

Mr. ArmstroncG. Sure, that’s right. 

Senator Kerauver. Was it suggested there that the present one 
should be handled in the same kind of way ? 

Mr. ArmstronG. I don’t think so. They were decisions. <As I recol- 
lect it, there wasn’t anything that you could construe as our telling 
the AEC how to do it. We were showing them the law and showing 
them the precedents. 

Senator Keravuver. It is not clear to me whether the SEC sug- 
gested the meeting, or whether the AEC suggested it. 

Mr. Armsrronc. I have no knowledge of that. All I know is that 
Mr. Demmler asked me to come along. 

Senator Keravver. Do you think since the AEC wanted informa- 
tion about the matter, that probably they would have suggested it 

Mr. Armstrone. I just don’t know. 

Senator Krerauver. You wouldn’t have any particular reason for 
going out and gratuitously telling somebody about the decisions in 
the OVEC and EEI cases, unless you had been asked to. 

Mr. ArmsrronG. Well, on the other hand, Senator Kefauver, if 
in the administration of the act our agency, through its normal con- 
tacts with the registered companies, was aware that there was being 
set up a financial structure which would violate the Holding Company 
Act, I would expect our people to point out to them the danger of 
that. 

Senator Kerauver. I didn’t understand that, Mr. Armstrong. I 
couldn’t hear your answer. 

Mr. Armstrrone. Gee, I am sorry about my voice. I really apologize 
for that. I hear you so well that I don’t realize that you are not 
hearing me. 

Senator Kerauver. Well, I don’t speak very loudly myself, so let’s 
both speak louder. 
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Senator O’Manonry. You are both very mild talkers. 

Senator Krrauver. Now, I was interested in what you had to say. 

Mr. Akusrronc. I was trying Senator Kefauver, to exclude or to 
make it possible for someone ‘other than myself who knows the answer 
to your question as to whether the Atomic Energy Commission asked 
for a conference, or our Commission asked for a conference. 

To answer it factually, I don’t know, but I do know that it is per- 
fectly proper and standard operating procedure to point out to the 
registered nA if they are setting up a deal that isn’t going 
to “comply with the act, what the provisions of the act are, and they 
have got counsel and they can set up differently. 

Senator Krrauver. Then you felt that if inquired about, you owe 
that obligation to the AEC? 

Mr. Armstrronc. Yes, J think we owe that obligation to other Gov- 
ernment agencies that may be involved, as well as to registered hold- 
ing companies. 

Senator Krravver. So the purpose of discussion was to be of as- 
sistance. 

Mr. Armstrone. Certainly. 

Senator Krravuver. To the Atomic Energy Commission, so they 
could set up this matter in a way that would comply with the Holding 
Company Act? 

Mr. Armstrone. Yes, so that they would know what the law on 
the subject is. 

Senator Keracver. And to formulate their program and their ar- 
rangements, so as to not get in trouble with the Holding Company 
Act? 

Mr. Armstrona. Yes, that’s right. 

Senator Kreravver. And the two decisions you felt were most ap- 
plicable to that were the EET and the OVEC decisions? 

Mr. Armstrone. Yes. 

Senator Krerauver. After reading section 10 and some of the sub- 
sections of 10, were explanations made about what that meant? 

Mr. Armstrone. Oh, ves, general explanations, but I don’t remem- 
ber just what was said in detail. 

Senator Kerauver. The national defense angles were disenssed, 
were they? 

Mr. Armstronea. I don’t remember that. 

Senator Krrauver. In the OVEC and EE! cased 

Mr. Armstrone. In the OVEC and EFI eases? 

. Senator Krrauver. Yes. 

Mr. Armstrona. Yes. 

Senator Kerauver. Was that pointed out m this hearing? 

Mr. Armstrone. I honestly don’t remember, Senator Kefauver. 
You mean the conference / 

Senator Krrauver. I mean in this conference. 

Mr. Armstrone. No, I just don’t remember. 

Senator Krrauver. Did somebody have copies of the OVEC and 
the EEI decisions of the SEC ? 

Mr. Armsrrone. Yes. 

Senator Krravuver. Present at this conference? 

Mr. Armstronc. To the best of my recollection they did, but I am 
not dead certain. I feel confident that those cases were discussed, but 
whether it was at—— 





: 
4 
4 
5 
' 














POWER POLICY 665 


Senator Keravuver. Was any memorandum made of the confer- 
ence $ 

Mr. Armsrrone. Yes. 

Senator Kerauver. Who made a memorandum of it? 

Mr. Armsrronc. Mr. McDowell. 

Senator Krrauver. Mr. McDowell did? 

Mr. ArmstrronG. Yes. 

Senator Keravuver. Is that an SEC record ¢ 

Mr. ArMstronG. No, it is not an official record. We would be glad 
to give it to you. 

Senator Krrauver. Will you bring that up to us? I don’t know if 
we are going to finish this afternoon. I think m: iybe Mr. McDowell 
can bring the record tomorrow. Can you do that? 

Mr. Armsrrone. That conference memorandum, certainly. 

Senator Kerauver. He is more of an authority on this matter at 
that time than you were. 

Mr. Armsrrona. And he still is. 

Senator Kerauver. Mr. McDowell had been with the Commission 
quite a long time before you came. 

Mr. ArMsrronc. No, no; he came in the fall of 1953, Senator 
Kefauver. 

Senator Kerauver. But in his practice in New York he had become 
familiar with the Holding Company Act and he was in charge of the 
corporate part. 

Mr. Armstrong. That's right, sir; his division regulates holding 
companies and investment companies under the 1935 act and the 1940 
act. 

Senator Krrauver. How big a division does Mr. McDowell have 
down there ? 

Mr. ArmsrronG. He has got about 50 people right now. He has 
had quite a bad RIF in the last 2 years, a reduction in force. 

The Commission budget has been reduced by over a half million 
dollars in the last 2 years, and_a lot of people have been let out. We 
had 825 people in the spring of 1953, and have now got about 675. 

Senator Keravver. You will ask Mr. McDowell to bri ing that memo- 
randum up here? 

Mr. Armsrrone. | certainly will. 

Senator Keravver. Then following that conference, do you know 
whether AEC people were making notes at the same time or kept 
memoranda ? 

Mr. Armsrrona. I honestly don’t. I don’t recall. They probably 
were, but I don’t remember. 

Senator Kerauver. Was any letter confirming the conference or the 
conclusions reached written ? 

Mr. Armstrong. Not to my knowledge. 

Senator Kerauver. Did Mr. McDowell, Mr. Demmler, or you have 
oceasion to talk further with the Atomic Energy people about this 
matter? 

Mr. Armsrrone. I don’t know whether Mr. McDowell did. I did 
not. 

Senator Krrauver. Mr. Demmler being the Chairman, Mr. Mc- 
Dowell the head of this division, would have been the people they 
would have called. 

Mr. Armstrone. That’s right. 
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Senator Kerauver. Do you think they may have called for infor- 
mation as the thing went along? 

Mr. Armstrona. Yes. As you questioned me there is only one other 
thing that I can think of, and that is that it is my best recollection 
that Mr. Demmler had a conference with Admiral Strauss along about 
the end of that month or the first of September, right around Labor 
Day time. 

Senator Krravuver. The end of August 1954, Labor Day ? 

Mr. Armstrona. Let’s say around Labor Day time, but I wasn’t in 
on it and I don’t know what happened. 

Senator Kerauver. What is your recollection about it, Mr. Arm- 
strong? 

Mr. Armstrona. Just that he had such a conference. 

Senator Krerauver. He went over to see Admiral Strauss? 

Mr. Armsrronc. Well, as a matter of fact, my impression of the 
thing is that Mr. Demmler and Admiral Strauss and a great many 
other public officials and private citizens were all up at this dedica- 
tion of an atomic reactor up in Pennsylvania, and I have the impres- 
sion that Admiral Strauss and Mr. Demmler conferred at that time. 
But, as I say, that is just an impression. I was not there. 

Senator Keravuver. Conferred up in Pennsylvania? 

Mr. Armstrone. In connection with that dedication they had up 
there in late August or early September. 

Senator Kerauver. What gave you that impression ? 

Mr. Armstronc. From what Mr. Demmler told me. 

Senator Keravuver. From what Mr. Demmler told you. What did 
he tell you about it? 

Mr. Armstrone. Just that. 

Senator Kerauver. That they conferred about—— 

Mr. Armstrone. About the Holding Company Act as it might 
apply. 

A Kerauver. To the coming Dixon-Yates contract? 

Mr. Armstrona. The financial structure. 

Senator Keravuver. I mean the financial structure. 

Mr. Armstrone. That’s right, because we have no jurisdiction over 
the contract. 

Senator Keravuver. Ofcourse you don’t. I mean about the financial 
structure. 

Mr. Armstrona. That’s right, Senator. 

Senator Krerauver. And what other conferences do you know of 
about this general subject matter that Mr. McDowell or Mr. Demmler 
had with Atomic Energy or the White House or the Bureau of the 
Budget ? 

Mr. Armstrone. The only thing, and again it is an impression that 
T have from Mr. Demmler, and that is that he had some sort of a 
conference with some of those officials, and I don’t know who they 
were, along about late November on the question of the schedule for 
the hearings. 

Senator Kerauver. You mean some of the Atomic Energy or Bureau 
of the Budget people? 

Mr. Armstrona. Yes. I don’t know who they were. 

Senator Krerauver. How did you get that impression ? 

Mr. Armstrona. I got that impression, Senator, because of the fact 
that there was some kind of a February 15 deadline that was involved 
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in this contract whereby, if the appropriate Government regulatory 
agency approvals had not been obtained by the 15th of February, then 
the other side of the contract, that is to say, the Mississippi Valley 
side of the contract, had an escape, and we were concerned as to 
whether or not the hearing could be gotten through and a decision 
arrived at. 

Senator Kerauver. By February 15? 

Mr. Armsrrona. If you will forgive me characterizing it, because 
1 had to live through the thing, it was a darn tight schedule. It was 
a terribly tight schedule. 

Senator Kreravuver. Mr. Demmler told you he had had conferences ? 

Mr. Armstronea. Yes. 

Senator Keravver. With some of these officials? 

Mr. Armstronc. That’s right. 

Senator Keravver. I take it you are referring to Atomic Energy or 
Bureau of the Budget. 

Mr. Armsrrona. Yes, Atomic Energy, Bureau of the Budget, White 
House. I don’t know who they were. 

Senator Kerauver. And the reason you knew that was 

Mr. ArmstronG. He so stated at the Commission meeting one day. 

Senator O’Manonry. But you did know that they were “all repre- 
senting these various agencies ? 

Mr. Armstrone. Oh, yes, yes, it was a governmental conference. 

Senator O’Manoney. It included AEG, it included the Bureau of 
the Budget, and it included the White House? 

Mr. Armstronc. That is my impression of it, but I wasn’t there 
and I can’t say whether they were all there or not. 

Senator Krerauver. That would have been, you think, in November, 
late November 1954? 

Mr. Armstrone. I can’t date it precisely, but I think that is accu- 
rate. Middle to late November. 

Senator Krerauver. What Mr. Demmler reported about that con- 
ference or conferences was that February 15, 1955, was some sort of 
a deadline, and he would like to get the thing approved by that time, 
is that correct ? 

Mr. Armstrronc. We were concerned, at least I don’t know what 
Mr. Demmler’s idea was, but I was very much concerned in my own 
mind that we had a proceeding going on, and I didn’t know whether 
we could meet such a a schedule or not. 

Senator Krerauver. You thought it might be some time 

Mr. ArmstronG. The upshot of it was that in order to avoid the 
delay inherent in having a hearing examiner sit, we decided to sit 
en banc. 

Senator Krravuver. As long as the financing was going to be ap- 
proved, why would it make any difference whether it was February 
15 or later? 

Mr. ArmstronG. Senator Kefauver, I can assure you that the ap- 
proval of that financing was by no means a foregone conclusion by 
our Commission. 

Senator Kerauver. Do you know whether Mr. McDowell was in 
on those meetings or not ? 

Mr. Armstrone. I don’t know, but I don’t ever recall it was men- 
tioned that he was. I don’t believe he was, but I just don’t know. 
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Senator Krerauver. Do you know of any other meetings that Mr. 
Demmler and Mr. McDowell had? 

Mr. Armstrone. No. 

Senator O’Manonry. Mr. Chairman, may I ask a question ? 

Senator Kerauver. Senator O’Mahoney. 

Senator O’Manonery. Do you recall of any conferences you have 
had with any of these individuals with respect to the disparity be- 
tween debt and equity of the Mississippi Valley Generating Co. ? 

Mr. ArmstronG. I don’t recall specifically ‘what was said in the 
meeting of early August that I was describing to the subcommittee, 
I think before you came in the room, Senator 0” Mahoney. 

Mr. Keerre. August 3, 1954. 

Mr. Armstrong. Yes. 

Senator O’Manonry. I had to goto a similar hearing involving the 
Interior Department and a budget estimate for a transmission line, 
believe it or not. 

Mr. Armsrronec. Well, I have been describing to the committee 
the conference that occurred in the office of Commissioner Campbell 
of the AEC in August, at which I was present. 

Now I don’t remember exactly what was said, but I am sure that 
there would have been a reference made to the relationship of equity 
and debt because of the fact that that was one of the distinguishing 
features of the EEI case and the OVEC case. 

Senator O’Manoney. It was a distinguishing feature of the Dixon- 
Yates case. 

Mr. ArmsrroneG. Yes, indeed, sure; distinguishing from all other 
cases in the Commission but the EET and the OVEC precedents. 

Senator O’Manonry. The legal advisers at the Commission made 
special reference to the disparity, did they not, in their report ? 

Mr. ArmsrronG. I don’t understand your question, Senator. 

Senator O’Manoney. Did not the legal advisers of the SEC make 
special reference to the great disparity between debt and equity in 
the Mississippi Valley Generating Co. setup in their report to you, to 
the Commission ? 

Mr. Armstronc. I don’t know what you mean by “report to the 
Commission,” but in any event we were fully aware of it, and referred 
to it in our decision. 

Senator O’Manoney. I[ read the report or that part of the report 
which was printed in some New York paper. 

Mr. Armstrone. If you read it and say it is true, I will agree with 
you. 

Senator O’Manoney. It is very interesting because the statement 
put in quotes from the Law Division was that the debt of the company 
was so much greater than its equity that it would not be approved in 
any ordinary ‘utility case. 

Mr. Armsrrone. Oh, that’s right. 

Mr. Trupers. I think you are referring to the opinion of the Com- 
mission, Senator. 

Mr. Armsrrone. Or could he be referring to the recommended 
opinion of the Division ? 

Mr. Trvpers. That subject has been rather fully thrashed out 
within the staff and within the Commission and more lately in the 
court of appeals where Joe Volpe and I argued that issue. 
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Senator O’Manonry. This was before the court of appeals, and 
in that case the statement was made and quoted some authority in the 
Commission that the disparity was so great it would not be gph 
in an ordinary case, but was being approved here because the Gov- 
ernment contract was such a good one for the utility company. 

Mr. Armstrone. And in the OVEC case the debt-equity ratio was 
97 to 3. 

Senator O’Manonry. Of course, I see a big difference between 
OVEC and Dixon- Yates, because the OVEC case was clearly to fur- 
nish power to the Government, and the Mississippi Valley Generating 
case was clearly to furnish power to the city of Memphis. 

Mr. Timbers. No; to the Atomic Energy Commission or for the 
account of the Atomic Energy Commission. 

Senator O’Manonry. If you had been here and had read Mr. Hag- 
erty’s release on the night of June 30 when the White House changed 
its plans and decided to proceed toward the cancellation of the Dixon- 
Yates contract, you would know that I have the authority of the 
White House for my statement. 

Mr. Timeers. All I refer to are the terms of the contract, Senator. 
I thought that is what we were both talking about. 

The terms of the contract are to furnish energy to the Atomic 
Energy Commission or for the account of the Atomic Energy Com- 
mission. 

Senator O’Maunoney. Oh, of course. 

Mr. Timpers. And that is an instrumentality of the Government. 

Senator O’Manonery. It was the case where the Atomic Energy 
Commission was to pay for this power to a private company with a 
very small equity and a very big debt, was going to get paid by the 
AEC, a Government agency, and all that was good, but it wouldn’t 
have been good if Uncle Sam hadn’t been on the paying end. That is 
just the common language describing the situation. In other words, 
it is a case of clearly special privilege and not for a Government 
purpose. 

Senator Kreravuver. Senator O’Mahoney, I thought this afternoon 
we would try to get the general outline of these various conferences. 
It is quite apparent we are going to have to have another session 
tomorrow. We had one other conference we wanted to get the facts 
about from Mr. Armstrong. 

Mr. Armstrone. Which was that ? 

Senator Keravuver. That was the meeting of May 13, 1955, when 
we had Mr. Dixon, James, and McDowell, I believe, with you, and Mr. 
Demmler. 

Mr. Armstronc. No, no. With me. 

Senator Kerauver. With you? 

Mr. Armstrona. Yes. 

Senator Krravuver. Mr. Demmler had gone at that time? 

Mr. Armstrona. No, he had not. 

Mr. Keerre. Was Demmler in the conference ? 

Mr. Armsrronea. No, no. 

Senator Keravuver. Just with you? 

Mr. Armsrrone. Yes. 

Senator Kerauver. Who said what in that conference? 
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Mr. Armsrrone. Mr. Dixon stated that there was great need to 
have procedural dispatch and I indicated that I was fully aware of 
that, and he said his purpose in calling on me was because it was 
announced that the President proposed to appoint me as Chairman 
of the Commission, and he wanted me to know it. 

I told him that I was aware of the fact and was hopeful that all 
proceedings in our Commission would be conducted with proper dis- 
me his and everybody else’s. 

I asked him whether the Mississippi Valley Generating Co. pro- 
posed to take down all proceeds of the common stock issue, which you 
will recall I think was $514 million, before it took down any of the 
proceeds of the notes or bonds because it was my best recollection, 
and I haven’t verified it in any way, but it was my recollection at the 
time that they had some sort of a “ratable t takedown, that they could 
take down a million or a million one of stock money, and then they 
would take down debt money. 

And I asked that question in order to determine in my own mind 
just whether they had the leeway of the full common stock proceeds 
that had been approved, or whether they didn’t. 

Senator Krerauver. Had the common stock issue been approved at 
that time? 

Mr. Armstrong. Oh, yes; it was approved in February. 

Senator Krerauver. But it was on appeal in the court of appeals? 

Mr. Armstrona. That’s right. 

Senator Krerauver. Who did you ask that of, Mr. Dixon? 

Mr. Armstrona. I asked that of these three gentlemen that were 
in my office, having in mind that Dixon and James would answer the 
question, and the fact of the matter is I don’t remember what their 
answer was. 

Senator Keravuver. Who called you for a conference at that time? 

Mr. Armstrone. I don’t know. I will strike that out and say it 
was either Mr. Dixon called my secretary and told her that he wanted 
a conference, or it was Mr. McDowell called my secretary and said 
Mr. Dixon wanted a conference, but I don’t recall. 

Senator Kerauver. Was the conference in your office? 

Mr. Armstrone. Yes. 

Senator Kerauver. And then Mr. Dixon said that there was great 
need for dispatch. What was that need ? 

Mr. ArmstronG. Procedural dispatch, that they needed to have a 
prompt decision in the case. 

Senator Kerauver. What was the great need? 

Mr. ArmstronG. That is what I was trying to find out. I think that 
all our proceedings are conducted with proper procedural dispatch, 
and that is why I “asked him the question that I just described, but I 
don’t remember his answer. At least it didn’t make any impression 
on me. 

Senator Krrauver. Did they tell you they were about to start con- 
struction, and that they needed some money to start on, and is that 
the reason you asked them whether they were going to take down all 
of their common stock, all the money from their common-stock i issue, 
before they went to their bonds? 

Mr. Armstrong. I don’t remember whether I asked them or whether 
they told me whether they had started construction or not. It is pos- 
sible, but I don’t remember. 
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Senator Keravver. Do you think they told you they started con- 
struction ¢ 

Mr. Armstrong. I just don’t know. I don’t remember discussing it. 

Senator Kerauver. Why did you ask about how they were going to 
take their money down ? 

Mr. Armstrone. Well, because I thought that that was a provision, 
as I recollect the deal at that time, that was a provision that stuck in 
my mind, and it seemed to me that the company had five or five and a 
half million available, I can’t remember which it was, as distinct from 
having one or one million one available, that that would give me some 
kind of a clue as to whether there was any basis for any particular 
complaint in advance, shall we say, that we might not conduct our 
proceeding with dispate h. 

Senator Keravuver. You mean you thought if they could take down 
all or a big part of the $514 million, there wouldn’t be any big hurry 
about the bond 2 

Mr. Armsrronc. That’s right. 

Senator Keravver. The hearing on the bond financing; is that 
correct ? 

Mr. Armstrrona. That’s right; that is what was going through the 
back of my mind, but I honestly don’t remember whether it was dis- 
‘ussed in terms as you asked, or whether there was construction going 
on or not. 

Senator Krracver. Did you suggest that they go on and take down 
is much of their equity financing as necessary ? 

Mr. ArmsrronG. Certainly not. At least if I did, I certainly don’t 
remember any such thing. 

Senator Keracver. But you felt that they could do that so that they 
would not have to be in such a hurry about the bond financing; is that 

‘orrect ¢ 

Mr. Armstronc. I didn’t know whether they could, and I wish I 
could remember what their answer was, but I honestly don’t. 

What I took out of that conference, Senator Kefauver, was that 
so far as I was concerned, they were in no different position from 
any other company coming before us with hearings. And although 
I was not the chairman, I made a mental note that that was the 
situation. 

Senator Krrauver. Mr. Armstrong, if they were going to take 
down some of their bond financing, 1 mean their equitay financing, 
some of their $514 million that they got from their equity financing, 
and that was done with your permission or upon your suggestion, 
how could you then later decide against their bond financ ing? 

Mr. Armsrrone. It wasn’t done—— 

Senator Krerauver. You were asking them about it. 

Mr. Armstrone. I was asking them what they were going to do, 
because it was my best recollection that that was the way they had 
the thing set up for the pro rata takedown of common-stock proceeds 
and bond-note proceeds, but I don’t think we had anything to do with 
setting it up that way. Lam sure we didn’t. 

Senator KeFravuver. But you see my point. If they were going to 
be allowed to take down some of their equity financing, then you 


would more or less be committing the Commission to approve their 
bond financing. 


Mr. Armstrone. No, sir. 


} 
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Senator Krrauver. Why wouldn’t you ? 

Mr. Armstrone. Those cases stand on their separate feet. 

Senator Kerauver. They wouldn’t proceed with the whole contract 
unless they go their bond financing. 

Mr. ArmsrroneG. That is their concern, not ours. If their financing 
did not comply with the Holding Company Act, it wouldn’t be 
approved by our Commission. 

Senator Kreravver. It would be a sheer waste of their money to let 
them take some of the stock financing, part of the $514 million, unless 
there was going to be approval of the bond financing. 

Mr. Armstrona. That is their problem. There was no prejudgment 
in the bond financing case, that I can assure you, in any case. 

Senator Kerauver. You say you left that meeting with the feeling 
you were going to treat them just like anybody else, is that right ? 

Mr. Armstronc. Yes. I don’t see that anybody is entitled to any 
different position from anybody else that comes before us. 

Senator Keravver. Customarily does the president of a company 
come to see you? 

Mr. Armstronc. The president of these companies came into the 
Chairman’s office, as I described the other day. We are the traffic 
light for things of that kind, try to hear what they have and put them 
down to the proper division. 

Senator Keravuver. Is it customary for the president of these com- 
panies to come in and talk with you about cases in this manner 4 

Mr. Armstrone. It certainly isn’t customary with me, but as I 
pointed out, I have only been Chairman for a few weeks, and I think 
it is customary for the Commission over the years. 

Senator Kerauver. You think it is customary ? 

Mr. Armstrone. Yes, certainly. 

Senator Kerauver. Will you name any other president who has 
been in to see you except Mr. Dixon, the president of Mid-South 
Utilities ? 

Mr. Armstrone. The president of 

Senator Kerauver. Any other company with a case pending before 
the Commission who has been in to see you for a private talk, except 
Mr. Dixon ? 

Mr. Armstrone. This isn’t a private talk, sir. This is conducted 
in the presence of the Division. 

Senator Kreravver. I thought you said that you and Mr. James and 
Mr. McDowell were the only people there. 

Mr. Armstrong. That’s right. Mr. McDowell represents the 
Division. 

Senator Keravuver. But it is private in that only SEC people are 
there and Mr. Dixon and his attorney ? 

Mr. Armstrone. I would have had the same talk with Mr. Volpe 
if he had wanted it. Those are the only adversary parties to the 
proceeding, because the Government interests, so far as the SEC is 
concerned, is brought to bear by the Division. It wouldn’t have such 
a conference without the Director of the Division present. 

Senator Krravuver. Name some other people of some company with 
a litigation before the SEC where they and their attorney have come 
in and talked with you and Mr. McDowell in private. 

Mr. Armstrong. I can’t think of any. 

Senator Kerauver. Have there been others? 
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Mr. Armstrone. I am sure there have been with the Chairman, 
but not with me. 

Senator Kerauver. But not with you ? 

Mr. Armsrrona. No, sir; that I can think of. 

Senator Kzrauver. Did you make public this meeting? Did you 
communicate what had taken place at this meeting of May 13% 

Mr. Armstrone. Communicate it to anybody ? 

Senator Keravuver. Did you make it public? 

Mr. Armstrone. The Division representative was there. 

Senator Keravver. I know, but he is part of your staff. What I 
mean is, did you notify Mr. Volpe and other interested parties that 
you had a private conference ? 

Mr. Armstrone. Of course not, any more than Mr. Timbers, our 
General Counsel, has notified anybody of the many, many conferences 
he has had with Mr. Volpe. 

Senator Keravver. The reason I was asking you that, Mr. Arm- 
strong, is that it sems to me it would be awfully difficult for other 
parties to the litigation to know what they had to answer and what 
situation they were having to meet if the Chairman has private con- 
ferences and does not communicate them. 

Mr. ArmstronG. Not in the context of the question as to procedure 
of that kind. It would have been perfectly normal for me to have 
had such a conference with Mr. Volpe if he had asked for one. 

Senator Kerauver. When Mr. Demmler left the SEC, did he bring 
you up to date on this Dixon- Yates financing ? 

Mr. Armstrone. I don’t understand what you mean. 

Senator Krerauver. I mean, did he tell you the background that he 
had had in it as Chairman of the Commission ? 

Mr. Armstrone. No. I was a member of the Commission. 

Senator Keravuver. Did he tell you any ideas he had about the 
matter ? 

Mr. Armstrona. No. 

Senator Kerauver. He just left and you took over as Chairman? 

Mr. Armstrona. That’s right. 

Senator Krrauver. Did he make any report to you? 

Mr. Armstrrone. No. 

Senator Kerauver. None at all? 

Mr. Armstrone. No. 

Senator Krerauver. Have you kept him advised about what has been 
going on? 

Mr. Armsrrone. I certainly have not. 

Senator Kerauver. Since that time? 

Mr. Armstrong. | have not. 

Mr. Krerre. Have you the date the President announced your ap- 
pointment, Mr. Armstrong? 

Mr. Armsrronea. It was, I believe, the 13th of April. It was an- 
nounced from Augusta, and I think it was the 13th of April. 

Senator Krrauver. These hearings this afternoon opened up some 
questions—— 

Mr. Armstrrone. Excuse me. I don’t want to be technical, Mr. 
Keeffe. That is the date he announced he was going to appoint me, 
but I wasn’t appointed until the 25th, because of Mr. Demmler’s resig- 
nation being effective. 
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Mr. Keerre. I didn’t mean your appointment, I meant the 
announcement. 

Mr. Armsrrona. It was announced on the 13th, 

Mr. Kerrre. You were appointed April 25th. 

Mr. Armstrong. No, May 25th. 

Senator O’Manoney. You are not superstitious, are you, Mr. Arm- 
strong ? 

Mr. Armstron«. Yes, sir; I am, to a degree. I have got a lot of 
Trish blood in me. 

Senator Kerauver. I had in mind recessing the hearings until to- 
morrow afternoon, if that is satisfactory with Mr. Armstrong, and 
asking, Mr. McDowell to come with him tomorrow afternoon to supple- 
ment some information about these meetings, and also to bring with 
him a memorandum of one meeting that he kept. 

Mr. Kererre. Two o’clock, Senator ¢ 

Senator Keravuver. Is that all right, Mr. Armstrong? 

Mr. Armstrong. Senator, I am e nntirely at your disposal. 

Senator Krrauver. Senator O’Mahoney, are there any questions you 
want to ask? 

Mr. Armstrong. I am running into a pretty hot situation. I was 
before the Interstate and Foreign Commerce Committee of the House 
allmorning. Iam going tobe before them all morning tomorrow, and 
T have also ; got a possible conflict with the committee of which Senator 
pene is chairman, but I am snre that it will be appropriate for me 
to be here. 

Senator Kerauver. We will try not to keep you too long tomorrow, 
if that is convenient. 

We will stand in recess until 2 o’clock tomorrow, and bring Mr. 
McDowell. 

Mr. Armstrong, look and see if you have any minutes of any of these 
other meetings that you have referred to, or Mr. McDowell has any 
minutes; and also, Mr. Armstrong, our committee has not had a chance 
to consider, the three of us, relative to telling of any conversation you 
may have had with reference to Mr. Adams about your testimony here, 
and I would respectfully ask that you reconsider your opinion on 
that, and see if you cannot be prepared to tell us about such a confer- 
ence, if any took place. 

Mr. Armstrone. Thank you, sir. 

Senator Krrauver. We stand in recess until 2 o’clock tomorrow. 

(Whereupon, at 5: 20 p. m., the subcommittee recessed, to reconvene 
ut 2 p.m., Thursday, July 21, 1955.) 
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